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BUDGET ACT REVIEW 



TUESDAY, DECEMBER 11, 1979 

House of Representativbs, 
Task Force on Budget Pbocbss, 

cohhiitee on the budget, 

Washington, D.C. 

The task force met, pursuant to notice, at 10 a.m., in room 210, 
Cannon House Office Building, Hon. Norman Y. Mineta. chairman 
of the task force, presiding. 

Mr. Mineta. The Task Force on Budget Process will please come 
to order. At this time I am pleased to recognize the chairman of 
our full committee, Robert N. Giaimo from Connecticut. 

Mr. GiAiHO. Thank you very much, Mr. Mineta. It is a pleasure 
to be here with you. 

I am i^eased to appear this morning to endorse the efforts of the 
Bud^t Process Task Force of the Budget Committee as it b^ins 
hearings to review the operation of the Budget Act and the con- 
gressional budget process. 

Certainly the issues which the task force will address over the 
next few days are of tremendous significance, both for the Congress 
and the Nation eis a whole. 

At the outset, I would like to extend my appreciation to the 
chairman of the task force, Congressman Norman Mineta, for the 
outstanding work he heis done in the past, both in his capacity as 
chairman and as a member of the Budget Committee. 

We all know of his keen interest in strengthening the budget 
process and in exploring issues which are relevant to that process, 
particulfirly multiyear budgeting and off-budget agencies. 

In Eiddition, at lus initiative the task force recently held hearings 
on Federal credit activities. As a result of those hearings and in 
recognition of the growing concern over credit programs as a sig- 
nificant budget issue, Mr. Mineta introduced H.R. 5683, the Feder- 
al Credit Pr^ram Control Act of 1979. 

That bill provides a stetutory basis for a Federal credit program 
control system by establishing procedures within the congressional 
budget process to set tai^ets and ceilings for the gross amount of 
direct loans and loan guarantees which the Federal Government 
may make or may enter into during each fiscal year. I applaud him 
in this effort, and I was happy to join in cosponsoring the bill. 

As chaiiTOEm of the Budget Committee, I believe it is very appro- 
priate now, 5 years after passage of the Congressional Budget Act, 
to pause Emd review the operation of the congressional budget 
process. I believe in the budget process. It has proven over and over 
again to be a valuable means of addressing the spending and fiscal 
priorities of our Nation. 

(1) 
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Few will deny that the No. 1 issue facing our Nation today ia the 
state of the economy. Inflation is at an all-time high, productivity 
and growth at a virtual standstill, and a recession apparently 
around the comer. 

We hear talk about curtailing increased Federal spending and 
about balancing the budget. In a very real way, the congressional 
budget process has taken on these difficult issues. Strengthening 
the process, by examining how its procedures have worked, could 
only help to expedite our winning the fight against inflation. 

Recognizing the urgent need to stem the spending tide and 
reduce the Federal deficit, and in the spirit of budget process 
reform, I recently introduced H.R. 6021, the Federal Spending and 
Tax Control Act of 1979. 

Iliat bill proposes to limit future Federal spending and tax ex- 
penditures to a percentage of GNP. It also makes Federal credit 
activities subject to the appropriations and budget processes, as per 
the Mineta bill. 

I believe this bill is a step in the right direction. I also believe 
that these heeirings could contribute stgnificemtly to addit^ to the 
success of the congressional budget process and I look forward to 
their success. 

Mr. Mineta. Thank you very much, Mr. Chairman. I would like 
to welcome everyone here today find thank you for taking part in 
the hearings. 

I am particularly grateful that Chairmfin Giaimo could join us. I 
have been on the Budget Committee now for 3 years and I have 
always been consistently impressed with Chairman Giaimo's 
knowledge of the intricacies of the Budget Act and the budget 
process and with his willingness and diligence to make and carry 
out the important and difficult decisions required of a budget com- 
mittee chairman. 

This hearing is intended to initiate a review of the Congreesional 
Budget and Impoundment Control Act. The budget process is now 5 
years old, and like Chairman Giaimo, I think it is tune to step back 
and take a careful look at its procedures. 

When the Budget Act was passed in 1974, it held some great 
promise. In some areas, practice has exceeded promise. In other 
areas we have fallen quite a bit short of our goals. 

Over the new few days we will examine how the new procedures 
have worked, identify areaa in which the operation of various 
procedures could be improved, and consider specific proposals to 
achieve improvements. 

We will prepare a report summarizing the information we gather 
and which will make recommendations for areas of Aiture study. 
During the spring and summer next year, the task force will hold 
additional hearings to examine in greater depth some of the prob- 
lems identified and some of the solutions proposed during the 
hearings today and tomorrow. 

Chamnan Giaimo indicated in his opening statement that many 
of us have concluded that some basic changes might be needed in 
Congress' budgeting procedures. The spending, tax and credit con- 
trol l^islation he mentioned reflects those concerns. 

However, these hearings are not intended to investigate the issue 
of spending limitations. Such hearings may be held m the future. 
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but today's hearingB are s^tarate from that issue. Yet it is the veir 
poesibility of such broad changes in the near future that makes it 
absolutely essential that this task force undertake its responsibility 
to oversee and review the procedures established by the Budget 
Act. 

During the next 2 days we will be hearing from the principal 
actors in the bud^t process: The Appropriations Committee, the 
authorizing committees, the entitlement committees, and the var- 
ious congresaional sutqxirt agencies. 

Because the legislative calendar is so busy, a number of Members 
of Congress with particular concerns will be submitting statements 
for ^e record. These views will be incorporated into our report to 
the Rules Committee. 

I would like to ask at this time whether the gentleman from 
California, Mr. Panetta, has any statement to make? 

Mr. Panettta. I thank the chairman. I am pleased to join my 
fellow Italians here in reviewing the budget process. I want to 
commend both of them for their efforts as well. 

With regard to the budget process, very briefly, I think we are in 
a period of trfmsition in dealing with the budget "liie budget 
process itself was called into question over the last few months and 
particularly with regard to the delays in tryii^ to get the budget 
adopted. 

We are now talking about the potential of limitations on the 
budget with a proposal that has been submitted by the chairman as 
well as others. We are talking about the issue of reconciliation and 
whether reconciliation is indeed an efTective tool in the budget 
process. That certainly was raised this last time siround. 

We are talking about the question of review by the various 
committees in terms of sunset reviews and what have you. The 
Rules Committee is proceeding with legislation in this area. 

So we are definitely in a period when m^or revisions to the 
budget process are seriously being considered. I think it is very 
important for the Budget Committee to play a role in considering 
those changes and the impact of those changes in the budget proc- 
ess. 

For that reason, I do commend the chairman for having these 
hearings so we can review these changes and hopefully review 
their implications and maike the right decision to maintain the 
budget process. 

Mr. MiNETA. Thank you. Our first witness this morning is Dr. 
Allen Schick, senior specialist on American Government and 
Public Administration of the Congressional Research Service. Dr. 
Schick has been with the budget process since its inception and is 
considered one of its most astute analysts. 

Dr. Schick, we are very grateftil that you have screed to appear 
today. You may proceed in your own fashion. 

STATEMENT OF ALLEN SCHICK, SENIOR SPECIALIST IN AMERI- 
CAN GOVERNMENT, AND PUBLIC ADMINISTRATION, CON- 
GRESSIONAL RESEARCH SERVICE 

Mr. Schick. Thank you very much, Mr. Chairman. I would re- 
quest that my entire statement be inserted in the record said I will 
read excerpts from it. 
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Mr. MiNETA. Without objection, it is so ordered. 

Mr. Schick. This task force has identified more than 30 issues 
relating to the Coi^ressional Budget and Impoundment Control 
Act of 1974. 

Before proceeding to a discussion of some of these issues it would 
be useful to review the operation of the act over the last 5 years 
and tiie principles which have guided both its formulation and 
implementation. 

Under the aegis of the Budget Act, Congress has adopted almost 
a dozen budget resolutions, hundreds of authorizations, more than 
50 appropriation acts, and a handful of major tax laws. These 
separate eictions have been effectively linked together by commit- 
tee reports, scorekeeping data, cost estimates, and crosswalk proce- 
dures. 

Congress thus has been able to preserve its diversity as a legisla- 
tive institution while establishing an integrated framework for 
making program and financial decisions. 

The budget process is now an accepted psirt of the congressional 
scene. It has penetrated to the routines of Congress and to the 
expectations of Members. To an extent that was not foreseen 5 
years ago, Congress sets its legislative clock by the budget calen- 
dar. Committees are activated much earlier than in the past, and 
by March 15 they already are attuned to the prospects of legisla- 
tion. 

Even more important is the extent to which thinking budget has 
seeped into the consciousness of Members. Because of the How of 
bu(^et information to committees and Members, Coi^ress no 
longer legislates in ignorance when it considers entitlements or 
other budget-related measures. 

However, it should be noted that the process is skewed to conflict 
on Capitol HUl. The budget process has fueled an increase in 
budgetary conflict on Capitol Hill. Conflict has escalated because 
Members are more fully informed of the consequences of their 
actions and because the process demands consistency in budgetary 
decisions. 

It is no secret that passage of the resolutions has been a difficult 
experience in the House. Some observers regard these close calls as 
evidence that the budget process is not firmly entrenched in Con- 
gress. However, I would draw the op;x)site conclusion from these 
fractious occurrences. Members fight over the budget resolutions 
because they know that these documents will significantly aflect 
other legislative outcomes. 

The budget process is still evolving in Congress. I would ui^ 
that proposed changes be considered in terms of the principles 
which guided formulation of the Congressional Budget Act. The act 
has succeeded because Congress has adhered to two basic principles 
of budgeting: First, that Congress be permitted to make any budget 
decision it deems appropriate; and second, that Congress be respon- 
sible for its budget actions. 

The first principle embraces m^ority rule in Congress. Some 
early versions of the budget reform legislation would have severely 
limited the budgetary discretion of Congress. Some proposed that 
the bucket resolutions require extraordinary majorities for adop- 
tion. Others would have limited the consideration of floor amend- 
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ments. Some would have restricted the ability of Congress to alter 
its budget decisions. Others would have compelled Congress in 
certain situations to adopt the President's recommendations. 

All of these were rejected in the enacted version. Congress gave 
free rein to the exercise of its constitutional powers in 1974, recog- 
nizing that in order for the new process to flourish, it must be 
Congress' budget, not an outcome dictated by rigid rules or limita- 
tions. 

A corollary of majority rule is that the Budget Act does not 
preordain smy particular set of revenue or spending decisions. Not 
a balanced budget nor an unbalanced one. Neither defense spend- 
ing nor domestic programs are favored or disadvantaged in the 
competition for budget funds. 

What emei^es from each year's budget cycle depends on the 
preferences of the men and women elected to Coi^ress. Those who 
are disappointed that the budget has not been balanced or that the 
budget's priorities are not their own ought not blame the Budget 
Act for these results. 

The second principle of the budget process is that Congress 
should be responsible for its decisions. 'Hiis means that Congress 
must make program and financial decisions in the framework of 
budget control, not as a string of isolated actions. 

In accord with this principle, Congress barred itself from taking 
revenue and spending actions before adoption of the first resolu- 
tion. 

But as often is necessary in the course of producing l^islation, 
the enacted version deviated somewhat from the basic principle. 
The Budget Act was a compromise between those who wanted 
continued freedom from budget control for certain prc^ams and 
thoee who favored comprehensive control over all financial actions 
of the Federal Government. 

Thus, the off-budget status of certain agencies was retained, per- 
miment appropriations were permitted to continue, loan guaran- 
tees were exempted from the budget resolutions, and entitlements 
were subjected to less stringent control thsm those imposed on 
contract and borrowing authority. 

Congress wisely decided in 1974 to discipline the most controlla- 
ble portions of the budget before seeking control over more difficult 
areas. After 5 years, however, the budget process appears to be 
sufficiently sturdy to justify its extension to some of the previously 
excluded actions. 

Mr. Chairman, I believe that the principles which shaped budget 
reform 5 years ago continue to provide valid and relevant stand- 
ards for budgetary improvement. Deviation from these principles 
would invite circumvention or abandonment of the budget process. 

Before applying these principles to the issues being examined by 
this task force, I would Eidd a third measure for assessing the 
worthwhileness of proposed changes. Would changes expand or 
diminish budgetary conflict in Coi^xess? Conflict is an inevitable 
byproduct of budgeting and, as stated earlier, a sign of budgettuy 
vigor in Congress. 

No process, however, could long survive if it invited protracted 
stalemate or excessive strife. This is especially so with respect to 
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budget resolutions which — unlike appropriation bills — do not have 
legal status as "must" legislation. 

In the case of appropriations, the essential flow of funds to 
Federal programs and agencies would cease if Congress failed to 
act. This unacceptable consequence of deadlock compels even the 
most intractable positions to bend to the necessity for appropri- 
ations. 

A budget resolution, by contrast, can be "must" l^islation only 
as a state of mind, not as a matter of fact. Nothing has to stop u 
Congress fails to carry out the routines of budgeting. All it takes is 
a business-as-usual dispraition along with a WEiiver or disr^ard of 
Budget Act procedures, and Congress can proceed as it did in the 
good old days. 

In the recent past, as you know, Mr. Chairman, Congress came 
perilously close to the notion that it could make do without a 
second budget resolution. While the budget committees were stale- 
mated over reconciliation issues, the House and Senate continued 
their other legislative business without interruption. 

The lesBon of this recent conflict should not be ignored. Congress 
and its budget process cannot live with unmitigated conflict. Ac- 
cordingly, this task force would do well to assess each proposed 
change in the light of whether it would facilitate or impede budget- 
ary agreement in Congress. 

With these three standards in mind — congressional discretion, 
budgetary responsibility, and conflict abatement — my statement 
now considers various budget reform issues I have been a^ed to 
address. 

When the Budget Act was being developed, many House Mem- 
bers were concerned that it might spawn a new supercommittee, so 
powerful as to dominate the House and override the interests of 
other committees. A 4-yeeir limit on House Budget Committee 
terms, expanded to 6 years by the 96th Congress, was inserted in 
the Budget Act to militate against this possibility. The current 
limit is about as long as possible without fostering a sense of 
permanent tenure on the committee. 

In considering the efFiceicy of temporary membership, several 
conclusions can be drawn from recent budget experience. 

The apprehensions which prompted the limitation on the House 
Budget Committee service have not materialized. The House 
Budget Committee has not achieved an undue concentration of 
l^^lative power. Indeed, there is now concern as to whether tem- 
porary status has weakened Member attachment to the conimitt^ 
as well as the House Budget Committee's ability to represent the 
views of the House in conference. 

Despite the limitation on tenure. Members appear to covet posi- 
tions on the House Budget Committee. There was vigorous competi- 
tion for the House Budget Committee seats at the start of the 96th 
Congress and some selectioDB were decided by roUcalls in the 
Democratic Caucus. 

It should be noted, however, that assignment to the House 
Budget Committee is relatively costless in that a Member does not 
have to yield another m^or committee poet in order to gain a seat 
on Budget. Some House Budget Conmiittee members do bear a cost 
in terms of seniority on other committees. 
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The House Budget Committee is polarized into separate Republi- 
can and Democratic camps. To a remarkable decree, votii^ in 
committee is dominated by party identifications. One cannot be 
sure whether this extraordinary polarization reflects party divi- 
sions in the House or other factors. But it bears noting that the 
two parties have engaged in selection practices which en<x>urage 
party-line voting. 

Conversion to permanent status probably would make little dif- 
ference in the operation or performance of the committee report, 
except to the extent that it affects the behavior of Members. House 
Budget Committee members, if permitted to retain other commit- 
tee posts, BtiU would be cross-pressured by competing legislative 
interests. 

In view of its specialized workload, the House Budget Committee 
still might have difficulty getting rank-and-file Members to actively 
participate in committee business during the long interval between 
budget resolutions. 

In assessing temporary versus permanent assignments, the first 
principle discussed above is relevant. The House needs a Budget 
Committee predisposed to the development of budget resolutions 
that are likely to command majority support. 

The House also might beneflt from committee work that modei^ 
ates conflict over budgetary issues. It could be argued that perma- 
nent membership would mitigate political ptutisanship by, first, 
insulating Members against party discipline and, second, encourag- 
ing Members to put committee interests above their own views. 

If its members were more influenced by committee than party, 
the House Budget Committee might be able to produce consensus 
resolutions that attract wide support in the House. However, it 
should be recognized that other House committees differ substan- 
tially in the extent to which partisanship affects their behavior. It 
could be that budgetary politics is so divisive that no arrangement 
could effectively counter the partisfmship inherent in the process. 

If permanent status were sought, consideration should be given 
to the manner in which it woiild be introduced. I would suggest 
that perhaps the House retain a rule which would require a one- 
third turnover in Members every 2 years. This would couple open 
competition for seats with adequate turnover and Eidjustment to 
changing political conditions. 

In other words, each individual Member would not be limited to 
4 or 6 years but since there would be a change every 2 years, the 
m^ority of the House would be confident that the Bu<^et Commit- 
tee reflects the views of the majority. 

Now we will turn to multwear budgeting. The Congress practices 
1-year-at-a-time budgeting, lliis annual cycle conforms to the time- 
tcdile of the President's budget as well as to the framework used by 
Cot^ross for its appropriation process. For a variety of reasons — 
tradition, the advantages of short-term control, the conveniences of 
an annual cycle — the fiscal year wilt continue as the basic unit for 
coogressionsJ and executive budgeting. 

Nevertheless, muttiyear budgeting can be a useful supplement to 
the annual budget process. The formidable arguments in favor of a 
multiyear perspective have been o^ently advanced in CBO reports 
and in the hearings conducted by this task force in July 1979. 
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These arguments revolve around the inadequacy of finnual 
budgets as controls over Federal spending. I would suggest that it 
would be prudent to introduce multiyear budgeting in piecemeal 
fashion, testing and gaining experience with each feature embrac- 
ing a full multiyear system. 

In my view, the initial stage should involve 3-year budget targets 
in the reports accompanying the budget resolutions. These targets 
should not be incorporated in the resolutions at the start, but they 
should be formally marked up by the House Budget Committee 
during its consideration of the resolutions. The outyear targets will 
not have much value if they are merely staff computations. 

In order to achieve rece^nition, these figures must be based on 
formal committee action. The multiyear targets should provide the 
data base for an expzinded scorekeepii^ process in which CBO 
would issue periodic rejwrts on the status of future budgets and the 
House Budget Committee would inform the House as to the pro- 
spective inn>act of legislation on future budget margins. 

After a few yesirs of experience with multiyear targets in your 
reports, it should be feasible to place these tai^ets in the resolu- 
tion. Appropriations would continue, with few exceptions, to be 
made annually, but these decisions would be framed in a multiyear 
context. 

Serious consideration ought to be given to the potential impact of 
multiyear decisions on budgetary conflict in the House. If the 
House hfis difficulty securing a mf^ority for a 1-year budget, how 
could it possibly reach agreement on spending plans for 3 years? 

One can speculate, however, that multiyear budgeting might 
provide a way out of some stalemates. Some Members who are 
disappointed by what they regard as inadequate allocations for the 
programs they favor might be persuaded to vote for the budget 
resolutions in exchange for larger allocations in future budgets. 

This tactic has been used by the Senate Budget Committee with 
some success, though the Senate Bucket Committee has not faced 
the extensive [wlitical and ideological opposition which has plagued 
the budget process in the House. 

Credit budgeting is a matter which you, Mr. Chairmein and mem- 
bers of the full committee, have evinced a great interest in. The 
Budget Act excluded guaranteed loans from the definition of 
budget authority and thereby from the congressional budget resolu- 
tion as well. 

These guareintees have expanded much more rapidly than direct 
loans during this decade, and they now total almost $400 billion. 

As contingent liabilities, loan guarantees should not be treated 
as regular budget accounte which are direct liabilities. Neverthe- 
less, failure to budget for these transactions means that Congress 
lacks a full picture of the impact of its financial decisions on the 
economy. This violates the principle of budget responsibility which 
I expressed at the outset, lliere is reason to believe that the rapid 
expansion of credit, both public and private, has contributed to the 
recent surge in the rate of inflation. 

Loan guarantees could be a prominent part of a credit budget 
adopted by Congress in tandem with its regular budget resolutions. 
This procedure could be introduced under authority of the Budget 
Act, section 301, which provides for inclusion of "such other mat- 
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ters relating to the budget as may be appropriate" in the budget 
resolutions. 

However, new controls over credit programs through the authori- 
zations or appropriations processes would have to be authorized by 
statute or by rules changes in the House and Senate. The ai^u- 
ment for limiting the guarantees available for particular credit 
programs rests on the realization that decisions with respect to 
credit totals can only be enforced if controls are applied to individ- 
ual programs. 

In other words, if all Ck>ngress does is to budget the total guaran- 
tees and total direct credit, there will be no way to defend that 
total when individual legislation is being reported by committee or 
considered on the floor. 

However, I believe that limitations can be more effectively ap- 

{ilied in authorizing legislation rather than in appropriations bills, 
f this responsibility were located in the appropriations process, it 
would represent a significant transfer of power from the l^islative 
to the Appropriations Committees. 

Ineismuch as the Appropriations Committees have never had 
general jurisdiction over credit programs, it is erroneous to l^>el 
guarfmteed loans as backdoor spending. These loans are a legiti- 
mate and often effective form of Federal assistance. There is a 
pressing need to bring them under legislative control, but not 
necessarily through the appropriations process. 

A condition similar to the authorizations-appropriations gap 
might occur in the loan guarantee field for the following reasons: 
Loan guarantees in almost every case must be enacted on a mul- 
tiyear basis in order to produce the legislative effects which are 
intended. 

The authorizing committee would have a strong incentive to 
inflate the amount of loan guarantees it is authorizing in order to 
send a message to the Appropriations Committees that they should 
provide additional guarsmtee authority in the future. 

This would then replicate with respect to credit the same kind of 
inconsistency which we now have in the relationship between mul- 
tiyear authorizations emd annued appropriations. 

Appropriations limitations on loan guarantees might weaken 
budgeta^ responsibility in Congress in a second way. The Appro- 
priations Committees might be tempted to use loan guarantees as 
substitutes for direct outlays, enabling them to show budget reduc- 
tions without concomitant drops in program levels. 

In other words, since loan guarantees do not create immediate 
outlaj'S, there would be an open invitation to shift from direct 
outlays to such guarantees, and rather than achieving greater 
control over these guarantees, there actually might be a Blackening 
of effective congressional control. 

Tax expenditures achieved legEtl status with the definition placed 
in the 1974 Budget Act. The definition transformed tax preferences 
from matters to be railed against by those opposii^ them into 
actionable features of legislation. 

However, Congress does not expressly decide total or individual 
tax expenditures through the budget process, though the Budget 
Committees have some influence over these provisions when they 
recommended the appropriate level of total revenue. 
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In 1976, the Senate Budget Committee sought to compel a reduc- 
tion in tax expenditures on the ground that the reduction was 
directed by the budget resolution, but its attempt generated heated 
conflict between the Senate Budget Committee eind the Senate 
Finance Committee and ended in general rejection of the Senate 
Budget Committee position. 

In terms of the principles I have enunciated at the outset, the 
prevailing treatment of tax expenditures is imsatisfactory. Con- 
gress does not take responsibility for the eimount of preferences to 
be provided through the tax system, nor does it have an effective 
system for forcing proposed preferences to compete against one 
another for available tax expenditures. 

I am not sure that imposition of a limitation on totail tax expend- 
itures would be mature at the present time. Although the House 
Budget Committee has identified $168 billion in tax expenditures 
and expects these to increase by emother $100 billion during the 
next 5 years, there remains considerable controversy over the defi- 
nition and computation of these provisions. 

In its report on the Second Budget Resolution for Fiscal Year 
1980, House Report No. 96-435, page 260, the House Budget Com- 
mittee acknowlec^es that "estimates of tax expenditures are diffi- 
cult to determine and are subject to important limitations." The 
current practice, adding individual tax expenditures to obtain a 
total for all expenditures, is a questionable procedure. 

In order to circumvent this problem, I would urge a slightly 
different approach. That is, a limitation might be placed in the 
budget resolution on changes in tax expenditures, not on the total. 

The key issue facii^ Congress each year is not the total amount 
of tax expenditures but proposed changes in the tax laws that 
would increase or decrease tax preferences available to individuals 
and corporations. 

There could be a separate entry in each budget resolution speci- 
fying the total amount of such cheuiges, pursuant to which Con- 
gress would keep score on individual tax proposals. This procedure 
would avoid dispute over the totals while establishii^ control over 
specific actions. 

With respect to debt ceilings, the House and the Senate have had 
a problem for 5 years in specifying one debt ceiling limitation in 
the budget resolution eind then rejecting t^islation consistent with 
this limitetion in the budget ceiling bill. This is a clear violation of 
the doctrine of budgetary responsibility. 

In September of this year, in order to remedy this problem, the 
House adopted a procedure in which changes in the statutory limit 
would automatically piggyback the budget resolutions. Despite its 
laudable purpose, I have serious misgivings about this new proce- 
dure. 

It established a mischievous procedent for deeming a vote on one 
mezisure to be a vote on another measure. One cannot foresee the 
expected uses this novel arrangement might be applied to in the 
future, but it would be reasonable to expect other le^lation to be 
adopted under "deemed to" voting. 

I would urge a slightly different arremgement. When they report 
a budget resolution, the House and Senate Budget Committees 
would also report a joint resolution fixing a statutory limit on Uie 
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public debt. Thia would represent a shift in legislative jurisdiction 
from the House Ways eind Means and Senate Finance Committees 
to the Budget Committees. 

Immediately after adoption of a budget resolution, the House and 
Senate would proceed to vote on the joint resolution setting a debt 
limit. Only one amendment would be in order: To conform the debt 
ceiling to the amount specified in the adopted budget resolution. 

While this procedure would not assure consistency in every case, 
I believe that it would decrease the prospect for discrepant votes on 
the budget resolution £ind debt ceiling bills. 

One of the issues which has divided the members of the Budget 
Committee is whether the House should use a prearranged order 
for voting on budget resolutions. 

At the present time the entire resolution is open for amendment 
during Einy time of House consideration. Some Members, particu- 
larlyRepublicans, have proposed a two-step procedure whereby the 
House would first adopt the aggregates after which it would vote 
on functional allocations consistent with those aggregates. 

I believe this procedure would both violate the doctrine of budget 
responsibility and complicate the task of securing a mtyorily in Qie 
House. 

It would meein that once the aggregates are adopted, the House 
would be locked in and the majority would be barred from working 
its will. 

A similar procedure, termed in 1973 and 1974 as a rule of con- 
sistency, was rejected by the framers of the Budget Act for this 
reason. However, the two^tep procedure has one s^ificant virtue. 
It would enable Congress to establish macropolicy in terms of the 
condition of the economy and the overall needs of the Federal 
Government before voting on particular functions. 

I would suggest, therefore, a modified two-step procedure which 
would have these advetntages without tying the bcuids of Congress: 
After general debate on a budget resolution, the House and Senate 
would first vote on tentative aggregates. Voting on aggregates 
would have to precede votes on functional eillocations. 

After adoption of the tentative aggr^ates, the House would con- 
sider the functions, but with full discretion to adopt any functional 
targets or ceilings that have majority support. 

Finally, the House would then vote on final passage and make 
whatever changes it weints in the aggregates or the allocations to 
set these two numbers into consistency with one another. 

If the resolution was inconsistent, it would be in order to consid- 
er any amendment with respect to either the a^regates or the 
functions restoring the consistency of the resolution. 

This two-step procedure would not lock in the House but would 
enable Congress to address the eiggregates and the functions. 

With respect to the reconciliation process, we know that this 
year it triggered a protracted dispute between the Budget Commit- 
tees over the Second Resolution for Fiscal Year 1980. 

In the face of determined House opposition, the conference, after 
a 2-month stalemate, removed the reconciliation instruction from 
the resolution. 

Beardless of the substantive merits of the dispute over reconcili- 
ation, I would regard the Senate Buc^t Committee's treatment of 
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entitlemente as a sensible approach since it would give aiTected 
committeeB more leeway in deciding how to respond to the instruc- 
tion. 

Reconciliation hsis not yet had a full test in Congress. On the 
basis of experience during the past 5 years, one cannot be sure of 
how committees and Congress would respond to a reconciliation 
mandated in an adopted resolution. 

I have doubts, however, whether reconciliation, as it is presently 
formulated in the Budget Act, is a viable procedure. For one thing, 
section 310 allows only 10 days between adoption of the second 
resolution and enactment of a reconciliation bill. This is not likely 
to provide sufficient time to review existing legislation and to make 
the difficult choices facing committees. 

The lateness of the reconciliation procedure calls into question 
whether anticipated savings can be realized. Because reconciliation 
would compel unwelcomed revisions in existing law, it can be ex- 
pected to stir up a great deal of l^slative conflict at a stage in the 
congressional budget calendar when conflict can least be afforded. 

I would suggest — this is a rather tentative and half-baked propos- 
al — that consideration be given to attaching the reconciliation to 
the first budget resolution. If this were done, legislative savings 
would become a focal point of debate on the first resolution. 

Rather than merely being assumed in Budget Committee reports, 
the anticipated savings would be formally approved by Congress. 
During the period between the two resolutions, relevant commit- 
tees would be required to report legislation, but the House axiA 
Senate would have the final say as to whether any changes are to 
be made in existing law. 

In other words, a reconciliation in the first resolution would be a 
target as the whole resolution itself presently is. It would not lock 
in committees, it would not lock in Congress. It would not put 
anybody to the wall. It would tell committees to produce legislation 
with the savings and then Congress has the word as to whether 
these savings are to materialize or not. 

There would be no violation of the first budget resolution if 
Congress were to incorporate a reconciliation instruction but then 
later in the year decide not to implement that reconciliation by not 
approving the suggested changes in law. 

Then by the time the second resolution is debated. Congress 
would know whether proposed savings will materialize. Congress 
then would be able to accommodate its second resolution to the 
actions or inactions it has already taken. 

This procedure might complicate adoption of the first resolution. 
Committees would no longer be able to give l^islative savings the 
"silent treatment" in the expectation that nothing will happen if 
they fail to report the implementing legislation. But the reconcili- 
ation at this stage would be in the nature of a target, with Con- 
gress retaining the option, as it does with respect to all other 
matters in the first resolution, to change its mind later in the year. 

This shift in reconciliation from the second to the first resolution 
would strengthen the budget principles expressed at the start of 
this statement. But I acknowledge it would need greater considera- 
tion and thought. 
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Majority rule would prevail in Congress because no change 
would be implemented in existing law except by majority vote in 
the House and Senate. Rather than obstructing majority rule by 
bottling up the changes in committee, the House and Senate would 
be assured a vote on the issue. 

In terms of budgetary responsibility, the shift to the first resolu- 
tion would represent a major advance. Congress would be impelled 
to greater consistency in the relationship between its budget and 
legislative actions, though, as just noted, in a way that does not tilt 
the outcome for or against legislative chaise. 

The off-budget status of various Federal agencies violates the 
basic principles of congressional budgeting. To the extent that some 
transactions are excluded from the budget, Congress fails to take 
responsibility for the totality of its budget decisions. 

Moreover, by edlowing a double standard. Congress invites fur- 
ther circumvention of its budget controls. As I pointed out in 
earlier testimony before this task force, if stringent controls were 
placed on credit programs, there might be new mcentive for addi- 
tioned off-budget credit activities. 

Because the Federal Financing Bank accounts for almost all off- 
budget outlays, the off-budget issue cannot be divorced from the 
larger issue of what constitutes the budget of the United States. I 
would renew my su^estion for a congressionally established com- 
mission to review the budgetary practices of the Federal Govern- 
ment. 

Much more is involved them returning a handful of agencies to 
the bucket. A new commission could examine the dennition of 
outlays and revenues, especially accounting practices relating to 
offsetting trcmsactions. The commission could profitably reopen the 
grossing versus netting argument as well as the issue of how loan 
assets are to be treated. 

A fresh look might be taken at proposals for a capital bui^et and 
at the status of Gtovemment-sponsored enterprises. Such a commis- 
sion could assist Congress in the development of a credit budget 
and in establiahii^ guidelines for direct and guaranteed loans. 

During the dozen years since the 1967 report of the President's 
Commission on Budget Concepts, there has been an enormous 
growth in the size of the Federal budget as well as in the variety of 
accounting strat^es. The most significant change since 1967 has 
been establishment of the congressional budget process. It would be 
appropriate, therefore, for Congress to be a fuller partner in a new 
study than it was in the earlier enterprise. 

[Testimony resumes on p. 33.1 

[The prepared statement of Mr. Schick follows:] 
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«*«rr Cooctaii. Tbl> oosld provida paisaoaaea ahiu taaarviai tba 
Hooaa'a power to adjaat tba caaaittaa aakanp to cbangini political 
conditions. 
Wultiyaar lud««tiB« 

Conireaa pTOcticea ona-TaaT-at-a-tiBa b«dtatiti|. Tbia aaaoal 
c^cla confora* to the ciaatabla of tba Fraiidtnt'i bud|at ai wall at 
to the tTaBevoik usad b; Goairaa* lor ita appTaptiatlaaa proeaaa. For 
a varlatf of laaaoaa (tradition, tha ad*aotat*> of ahort-tan cmitTol, 
the GonTanianeaa ol an annual cycla) tha flacal faar will eontiana a* tha 
hatie unit for confoaiional and enecutlva bud|etln|. 

R***rthal«>*, Bultijant bud|atin| can ba a uaaful (upplaacnt to the 
annual budget piocaaa. Itia foraidabic BTiuBenIa in favor o( a aultijrear 
parapaetiva bave baao cogantly advaocad in CBO loporta aad in tba baaTinga 
conductad bj thi* taak fotco in Jul; 1979. Tbaaa argnBant* ravolva around 
tha ioadequacf of annual bndgati ai concroli oaar fodaral (panding. More 
than thT«>quait«c* of the annual budget i* legall; uncontrollable and 
virtually all of the raat ia potiticallj uncontrollable. Hareavar, tba 
budget'* incTOBent— tha aaount by otalcb outlaj* grow froB one year to tba 
neat — alao ia uncontrollabla. Aa a raault, hy the tisc tha congreaaionel 
budget proccaa ia activated for a particular fiscal jrear, bosc of the 
option* bava been closed bj past decisions or "nondeetsion* ." In this 
eircuBStance, Congraia buy* hudgelarjr discretion bjr spending tutuia 
inercaents, thereby aasuring the continued uncontrollabilit]' of the budget. 
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■bould ba faaiiblfl to place thaaa tarfata in tba laaolution. Appiapria- 
»« would contiraia (vitb time anaptinBa) to b* Bada annuall?, but tbaaa 
eiaioaa would ba aada in a Hiltiyaar contaat. 

A BuItijFoar proeod houM anbaoc* coB|T*i>ional raiponalbilicy. 
ntrea* would abapa fotura bodfata witb kno»lad|a afarathoa|bt, TatlwT 
u b7 ipiaranc* or inadvactanc*. Ronavac, ■ fntnra Coatraai would oat 

bound b; prior targets. Nban tba future year arrivaa, CmiraBa would 

lr«a to adopt any budfat reaolatioo that aoita it* taata. 

Sarioua coniideration oofht to b« |ivan to tba potential lapaot of 
Itiraar decisions on budtatary conflict in the Honee. If tha lousa baa 
flieultj aacurint a aajoritj for a ona-jrear badjet, bow could it poaalbly 
■ch Btiaeaent on apendint plana for three yeera! One can epeculate, 
(aver, that aultiraar bud|atin| ai^t provide a way out of aoae Italeaatei. 
H Mdriiars Hbo are dliappoloted by irtkat they regard aa inadequate alloca- 
Me for the protrsa* they favor aigbt be perauaded to vote for the budget 
lolutiooi in exchanfa for larger allocationa in futDte badgeta. ni* tactic 
■ been used by tba Senate Bodget Co^ittee with lOBe auccaaa, though SBC 
> not faced the exteneive political and ideologicel oppoaition which baa 
■guad tba budget procels in the Bouee. 
tdit Budgating 

The Budget Act eicludad guaTantaed loaaa froa the definition of budget 
thorityi and, thereby, froa tbe congressional budget reeotution* as well. 
■aa guarantaea have expanded auch aore repidly than direct loans during 
is decade, end they now total alaoat S*00 billion. 

Aa contingent liabilities, loan gueranteaa abonld not ba treeted ae 
guler budget accoaota (^ich are direct liabilitiaa). Mvertbaless, faiture 

budget for these tranaactiona ■eena that CoogTess lacks a full picture of 
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nduction ¥■> diraetsd bj tht badftt malution, b«t Iti itMapt ■•Dtraud 
biatad conflict batwMn SBC mt tba Bansta Fiaanca Ce^ittaa and andad ia 
ganaral rajaetion of th< SBC raiitiao. 

In taia* of the yrlnciplai aiiuneiatad at tha outaat , Coograia doaa 
not talia raiponiibility for tha aaouot of rTafaranca* to ba provldad 
tbiough tbc tai ijitaa, nor doii it bava an affaclifa ajtataa for farcins 
propoiad pratcranca* to coapctc aiiioit ana aootbar for avatlabla tax 
aiptadituria . 

I a> not aura that iapoaitiDn of a limitation on total tea axpanditnraa 
■ould be Mture at tba praaant tisc. Altbau|h tbi Bouaa Budiat Coaaittaa 
ha* idantificd $IfiB billion in tax aipanditurai and axpecta tbcaa to incraaaa 
by anotbar $100 billion during tha nait five jaara, theia rcniina conaidarabla 
controvaray ovar tha definition and eoaputation of thaie provlaiona. In 
iti laport an the aacond budget reaolution for fiical raar 19B0 (R. Kept. Ho. 
H-US, p. 260) RBC aeknovladsta cbat "aitiaatei of tax axpandituraa ara 
difficult to dateraina and ara aubjact to iaportant liaitatioo*." na 
currant practica— addict individual tan axpanditurea to obtain a total for 
all eapanditurea — i* a quaationabla procedure. 

In OTdar to circuwant thia problea, tba coaaictet siiht conaider a 
llaitation on chantea in taa aapandituraa rather than on tba total ■ Tha hay 
iaiue facing Congraaa aacb year la not the total anount bat propoaed change* 
in tha tax lawa that vould ineriaaa or decreaie tax prefecencaa available to 
individual* and corporation*. Thir* could bt a aaparata entry in each 
budgat raaolution ipecifylng tha total aaount of aacb cbangaa, puraaant 
to ahich CoagTCM woald kaap icore on individual tea propoiala. tbi* 
procedure aould avoid diiputa ovar the total* lAile aatabliahing control 
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Tb* Bndtst Act laqairai aBeh biid|*l rsaolucioo Co ••( forth "tba 
■fpToprlUa lavcl of tha piblic dabt, and cba aaouiit, tf any, hj akick 
ttaa atatotoTj liait on tba poblic debt ihoald ba incraaiad or daeraaa*< 
by billa or reaolutiooa to ba rapoTtad br tba approyriata co^tttaaa," 
nil pToviiioB coataspUta* •naetaanl of ■ aaparata atatotary lialt an tba 
public dabt conaiatant ottb tb« Uval approvad ia tba lataat bud|*t raaoln- 

Tbia principla of budtat taapooaibilitir ia vlolatad whan ttaa Hoaaa or 
Sonata rafuaaa to Mopt ■ dabt etllliii bill eoailitaat vitb tba bud|«t 
caaolutioD. Is oidat to roaadj' tbia problaa. ttaa Bou** (in Sapta^ac ltT9) 
adoptad a ptocadiiro in nhich chantai in tba atatutorr lisit would not oaat leal ly 
pinyback tba budgat naolutiona. Daapita ita laudabla pnrpoaa, I ba*e aaciMii 
■iagivlnga about tbia now procadura. It aitabliabad a potantially aiadiiovouB 
pracadant for daasing a vota on ana Baaauia to ba ■ vote cm ■notbai ■■■Bura. 
Ona cannot focaaaa tba axpaetad uiei tbii noral arraniaBent Bigbt be appUad 
to in tba future, but It would ba raaaooabla to axpact othar lotialatfoa to 
ba adoptad undar "daaaad to" *otin(. 

In ordar to avoid thia problaa, wban thay raport a bud|et roaolutloo, 
tb« Bonaa and leuata Budgat Co^ittaaa could ataa raport a Joint raaolution 
fixing a atatutorr Halt on ttaa public dabt. Tbi* would rapraaaat a ahitt 
in lagialativa juriadiction froa Houaa Haj'i and Haina and Sanata Financa 
to tba Budgat Co^ittaaa. I^diataly aftar adoption'of a budgat raaolution, 
tba Rouaa and ganata would pracaad to vota on tba joiot raiolutioB lattlag 
( dabt liait. Only ona aaandaant would ba in ordar: to coDforu tba dabt 
raaolution aatting a dabt liait. Only on* aaandaant would ba in oidari t» 
eoofora tha dabt cailing to tba adoptad bodgat raaolution. Whlla tbii 
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prociduT* Hcnld out aimr* conaiitaney in avar]! caaa, I ballava thac it 
mwld dacTaaic th* pToipact fat diactapant vataa an tha bndiat taaoltttioa 
and dabt cailinf bill*. 
TwB-5t«p laaelutioiia 

lb* Houie and Senate do not hara a praaTTanscd order for voting on 
badget laaolutiona. All patti oE tha laaolution ara opan to aaandaaat 
at any point prior to adoption, nia flaiibia procadore facilitatoi 
tha firat principle of tb* budget proeaaa— that Gongraaa ahould ba ftae 
to adopt an; bndgct raaol'ution that hai sajority anpport— ■tall* upboMing 
tha ■•Gond principU— that Confraai be ceaponaible for ita budget dectilona. 
By allowint a bick-ind-forch Toting patten, the budget proceaa anablea 
Congraia to aaka eny widification that auita tbe Bajority. If the Honae 
and Senate vere required to vote on tha atgragate* firat, vithoat any 
opportunity to ebange that decieion ufaes tbe functional particulara are 
baiag eooaidaradi the principle of Bijortty rule would be coBproaiaed. 
Horae yet, it sight be iapoaaible under aoae circuaatancea to aeeura a 
■ajority in behalf of any coniiatent poaition. 

When the Budget Act «aa being developed, careful coaaidaration «aa 
given to a propoaed "rule of coueietency" vhieh would have barred eny floor 
aaendBcnt which inpaired tha coniiatency of tbe budget reaolution. Bowavar, 
thii propoial waa rejected bccauie it uoald have United floor awcndventa. 
Tbe enacted veriion relaina coniiatency ae ■ rcquirenent for peaaage of tbe 
budget reaolution but not aa a prerequiaite for individual eBaadnanta. 

The two-atep ptocadute haa one lignificant virtna. It would enable 
Congreaa to eatabliah "aaCTo" policy in tene of tba condition of the ecoaoay 
and the overell need* of the federal govennent before voting on particular 
funetiona. Therefore, cooaidaration night be given to a aodifiad two-etep 
pTodceure which would have ita advantagei without tying the hendi of Congrect 
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^ftar tnmnt <ikM* •■ • Wit«C naolntiea, tfa* Boou (and taaMa) 
«SBld flrat vota oa tanlatlva as(r«|atai. TMini a> atiraiataa waaU 
bava to pracaad votaa «b (onetltaat allocatiani. 

—Attar adoptlaa ot tba taatati** aur«|at«i, tba Bmaa woaU canaldal 
tha fimctioaa, bat vlth bill 4iaeratiea to adopt taj factiOMl targat* 
oi cailtni* that ha«a ■ajOTltf anpport. 

—It tba votaa oa the ttmccioaa do not lapalt tha coutitncT »t tba 
Taaolution, tha Bosia «oaU tban *Ma oa tiaat paaaai*. If tba 
TaaalvtiOB ma taconaiataot , It would b* io oidai to cooaLdar aay 
aaandaant with taapact to aithar tha agtiagataa or tba fmetlaa* 
raitoriog tha coaaiataacf of tha ralolution. 
nciliation Procaaa 



The Budt*t Act providai for an optional tocooc Illation procaa* ia 
tandaa with adaptioe of tba aaeaod raiolatioa. IccoaeiltatieB wai ragardad 
by draftara of tba act at a vital ■aaai of •■■urtBg cotigrtMienal reipoaii- 
bilit; for ita budtat actiooa, for it would forca eoDtiaaaieoal ao^ittaaa 
to rapart latlilation brlp|ia| apandini, ravamia*, and dabt lavala into llaa 
with tha aaouata tizad in tha aacond raaalvtion. 

thia Jtti, racoaciliatiOB triuared a protraetad diapute bataatn tba 
■udiat Co^itteei ovar tba aacood raaolation for tiical ItlO. In tha f«ca 
of detarainad Bouia oppMltlao, tha coafaTenca, after a two-aooth atalaaato, 
rcaovcd tba recoDciliation inatniatiMl frea tha raaolation. 

legirdlai* of tba aubatantin writa et tha diapute over raeoncillatioa, 
I wonld regard the Senate Bodgat Ce^ittaa'a traataant of eDtitlcwanta aa a 
aaiuibla approach linca it would |I«a affeetad co^ittee* mre leewa; is 
daeiding how to raipoad to the ioatruetion. Moraovar, on technical grounds. 
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Mr. MiNETA. Thank you very much, Mr. Schick, for a very thor- 
ough statement. I would like to get into credit bui^eting, if I 
might. 

As I recall from your statement in our hearings last month, you 
had stated the inclusion of a credit statement in the budget process 
would be an improvement in setting the individual program limita- 
tions. What alternative means are there of enforcing overall tar- 
gets? 

Mr. Schick. I believe targets should be assigned to authorizing 
committees through a procedure now in section 302 of the Budget 
Act. These committees would be bound by the targets or the ceil- 
ii^ in the same mfuiner that direct expenditures now bind other 
committees with respect to spending legislation. 

In other words, the House Budget Committee and CBO would 
keep information on credit legislation coming out of the authoriz- 
ing committees, and Congress would be informed of whether a 
particular bill is assumed by, and consistent with, the budget reso- 
lution. Congress then would have the final say whether to adopt 
that particuleir credit legislation or not. That would provide the 
same measure of control with respect to credit. 

Mr. MiNETA. From your statement, you would not include loan 
guarantees? 

Mr. Schick. I would include loan guaremtees in the budget reso- 
lution. I believe that chfinge ought to be made and implemented 
within the next year or two. The data base is available; the track- 
ing and identification of credit prc^ams including loan guatfintees 
is sufHciently developed so that imposition of these controls would 
be appropriate. Moreover, in view of the explosive growth of loan 
guarantees, I think this is a matter which should require high 
priority in the implementation of satisfactory budget controls by 
Congress. 

Mr. MiNETA. Would you expand then for me on your statement 
on the bottom of page 10: "As contingent liabilities, loan guaran- 
tees should not be treated as regular budget accounts." 

Mr. Schick. That means they should not be treated as budget 
outlays, but as I say later in the statement, on the next page: 
"Loan guarantees could be a prominent part of a credit budget 
adopted by Congress in tandem with its regular budget resolutions. 
This procedure could be introduced under authority of the Budget 
Act"; or under the legislation which you have introduced, Mr. 
Chairmein. 

In other words, there are two separate issues — one is, should 
Coi^^ess estoblish budget control over credit pri^rams? In my 
view, the answer conclusively is, yes. 

The second issue is whether in establishing these controls should 
Congress treat them as if they were direct expenditures. Here I 
believe because they are contingent rather than direct liabilities, 
they should be accounted for separately, although they should be 
controlled through the budget process. 

Mr. MiNETA. The report that the House Budget Committee had 
submitted to accompany the Second Budget R^lution for Fiscal 
Year 1980 had included in its appendices an estimate of tax ex- 
penditures for fiscal year 1980 of $169 billion. Should tax expendi- 
ture targets and ceilings be included in future budget resolutions? 
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Mr. Schick. It is my view, Mr. Chairman, that it probably would 
be more effective to treat tax expenditures in terms of the changes 
in law rather than totals. The report on the Second Budget Resolu- 
tion for Fiscal Year 1980 had the foUowii^ quote: "Estimates of tax 
expenditures are difHcult to determine and are subject to impor- 
tant limitations." 

This is the report of the House Budget Committee on the second 
resolution. In view of this, if Congress tries to impose a limitation 
on total tax expenditures, it will entangle the Budget Committee 
and the budget process in great dispute. In my view you can 
achieve as much and perhaps more effective control over tax ex- 
penditures by directing the control not to the total but to changes 
in law. In other words, the budget resolution would have an entry 
to say, this is the amount, for an increase or decrease in tax 
expenditures which would be available to Congress next year. 

The Budget Committees would then keep score in terms of l^ps- 
lation moving through the House and Senate as to the changes 
made in tax expenditures. They would have to abide the same 
controls as is now required by other l^pslation. 

Mr. MiNETA. If you treat these only as chaises, would that limit 
our ability to rework existing tax expenditures? 

Mr. Schick. Quite the opposite, Mr. Chairman, I think it would 
enhance it. If the House Budget Committee believes there are too 
many tax expenditures and it wishes to induce or to recommend a 
reduction in tax expenditures, it can do so under the procedure I 
recommended, by placing into the budget resolution a line which 
would say as follows: "Tax expenditures under law shall be reduced 
in an amount" — of $1 billion, $5 billion, $10 billion, $20 bilUon. 
That would be a target in the first resolution; it would be a re- 
quirement in the second resolution. 

As a matter of fact, my recommendation with respect to reoin- 
ciliation means that a change in tax expenditures could be coupled 
with a reconciliation instruction in the first resolution. As a conse- 
quence, rather them getting less tax reform, you might get more, 
because you would concentrate tax reform on the following ques- 
tion: How much should tax expenditures be reduced by Congress 
during the next fiscal year? This question would be direct, and if 
the House and Senate uphold the proposed reduction, it would be a 
clear message to the taxwriting committees to reduce the amotmt 
of tax expenditures aveiilable under existii^ law. 

Mr. MiNETA, Does that get us around the difficulty of attempting 
to estimate, beised on targets and ceilings, what tax expenditures 
cost us? 

Mr. Schick. Not entirely, Mr. Chairmein. But it mitigates the 
conflict. For example, the conflict over the total tax expenditures is 
due to two features. First there are certain provisions of tax law 
and tax practice over which there is dispute as to whether they 
constitute tax expenditures or not. Second, there is the issue as to 
whether a change in one provision of tax law would affect the 
operation of another provision of tax expenditure. 

These two complications would continue under the procedure I 
have suggested, but they would be mitigated since Congress would 
be concentrating on specific provisions, in other words, what 
changes have Ways and Means and Finance recommended. Con- 
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gress would not have to address every provision of the tax code. It 
would be simply focusing attention on the proposed changes, and 
that would reduce the complications which we have identified. 

Mr. MiNETA. Thank you, Mr, Schick. Mr. Wirth. 

Mr. Wirth. Thank you very much for being with us. I have a set 
of questions going in a different direction, relating to the potentied 
of a 2-year budget cycle. Let me step back from this and see if I can 
describe what I think is the political imperative we face, as well aa 
the substantive one. 

It seems we are hit all the time, and quite justifiably so, with the 
frustration across the country regarding Federal programs, which 
ones work, which ones do not. Theoretically this Congress has the 
responsibility for exercising oversight over these programs. But 
given the current cycle we are in — the squirrel cage nature of the 
annuEil authorization fmd appropriation process scrambling to get 
done, you get to Christmas sefison, then you start all over again in 
January — oversight is not carried out effectively. 

We must find a way to break into this cycle in order to exercise 
the kind of oversight necessary to find out which programs work 
and which do not, to get a much clearer understanding of how to 
sort through the regulatory morass, and to start, as a consequence 
of fill that, to discipline the budget and to move away from the 1- 
year cycle into a 2-year cycle. It seems on the surface that this is a 
solution that we all ought to be looking toward. But the field 
between here and that target is filled with landmines, I would 
suspect. Could you discuss that proposal a little bit with us and tell 
us what potential you think that might have? 

Mr. ScaiiCK. I believe that 2-year budgeting can exist in Congress 
only as a supplement to a 1-year process, in the following two ways. 
First, it cannot displace annual appropriations. Coi^ress has so 
many advantages in the short-term control provided by the annual 
appropriations process that neither Congress itself nor the Appro- 
priations Committee are likely to surrender that kind of control. 

Second, a 2-year budget cycle ought not to bar a m^ority of 
Congress in changing its mind in the second year. That is, if 
Congress were to adopt a 2-year resolution, the second year of that 
resolution I believe would have to function as a target to be 
chtmged at any time prior to tiie fiscal year. That flexibility would 
be necessary to respond to both economic and political changes. 

Now, you have pointed to what is a very critical concern, that is, 
does the 1-year cycle give Members and committees enough time to 
think, to review in depth and to examine what executive agencies 
are doing? 

We know there has been a trend toward annual authorizations. I 
would estimate that significantly in excess of one-quarter of the 
l^islative business of Congress is taken with renewal of expiring 
l^islation, principally authorizations. This has a preemptive effect 
on the other legislative and overs^ht responsibilities of Congress. 

However, I feel that Congress is likely to be reluctant to move 
completely to a 2-year cycle. However, various procedures can be 
adopted to get Congress thinking 2 years at a time, as Members do 
with respect to their electoral business, and perhaps sometime in 
the future it would be possible to phase in a more thorough 2^year 
system. 
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For example, various versions of sunset which have been pro- 
posed really move significantly toward a 2-year cycle — this is in 
both H.R. 2, a sunset bill sponsored by almost 200 Members of the 
House, and in H.R. 5858, which Mr. Long has introduced — in both 
those versions, l^slation would be a 2-year process, even though 
sunset would not immediately end the 1-year authorizations and 
other 1-year actions. 

Mr. WiRTH. To step back a little bit further from the imperative 
of the 1-year control you started out with and take a broader look 
at the schedule under which we all work, you are aware of the fact 
that we spend more time waiting for lights and the subways than 
thinking of what Members are supposed to do. Add to that Uie rash 
of bells and the interruption of hearings and the result seems to be 
that increasingly staffs are writing legislation; Members have too 
little ideas what is in them. There has to be a way in which we can 
discipline that use of time by changing the caleniiar day to day and 
also a way in which we can more rationally address the longer 
term issues we consider which would enable us to look where we 
are going with programs. 

I am not sure that is as much a question as it is a reflection of 
my own frustration in the annual process. I tend to think that 
getting beyond 1 year, is perhaps the most promising of them all 
after we cleem out the underbrush of the daily and weekly calendeu- 
problems we have here. Otherwise I do not see how we can get the 
job done. Short of this, we will not have a chance to come up and 
think about what we are doing or r^ain control over the l^isla- 
tive process. 

Mr. Schick. I fully agree with you, but I think 1-year legislation 
is not the only villain in the piece. It turns out if one were to 
compare the 96th Cot^ress with the 90th Congress, or the 85th 
Congress or the SOth Congress, fewer laws are passed now than 
were in those Congresses. 

Mr. WlHTH. Do you have that empirically? Is that written out? 

Mr. Schick. Yes. 

Mr. WiRTH. May we have a copy of that; that would be a useful 
document to have. 

Mr. Schick. In every decade from 1789 to the 1960's, more legis- 
lation was passed by Congress than in the preceding decade. Id 
other words, we have a dropoff for the first time in American 
history in the increased enactment of new laws. This dropoff, while 
it has many explanations, suggests to me a rather fundamental 
chfmge in the character of this institution, or perhaps I shotdd say 
a congeries of fundamental changes. Some of the frustrations you 
voice grow out of the changes in tiie 1970's. Congress now is a more 
open and diverse institution, a more unstructured institution than 
it once was. Members have more independence from their party 
and from the White House, than they once did. Members have 
more reason to bypass the committee mechanizations in proposing 
l^islation. Once upon a time a Member would succeed by produc- 
ing a bill, "This is my bill." Nowadays a Member scores by produc- 
ing an amendment and Members along with their staff scan the 
legislative calendar to look for "vehicles." A vehicle can be defined 
as anything to which an amendment can be attached; anything is a 
vehicle. 
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Mr. MiNETA. Will the gentleman yield? 

Mr, WiRTH. Yes. 

Mr. MiNETA. You indicated we have gone from multiyear author- 
ization to single-year authorizations. Would that not then take that 
f^ure and escalate it rather than reduce it? 

Mr. Schick. That is the most remarkable thing, and I believe it 
confirms Mr. Wirth's frustrations. Despite the increase in annual 
and temporary authorizations, there has been a dropoff in the 
production of new laws. What that suggests to me is as follows: 
Members are busy just to make sure that expiring legislation does 
not expire, and they have very little time or opportunity, perhaps, 
to go beyond the daily and necessary demands of the legislative 
calendar to look at other issues. So both things have happened, an 
increase in enactment of law to renew expiring legislation, and a 
decrease in the totality of new laws. 

Mr. WiRTH. As a closing comment, that would seem to me to 
argue for a longer time to more carefully look at expiring legisla- 
tion and to avoid dsishing to the floor to respond to somebody else's 
vehicle. 

Mr. Schick. I agree with you. If Congress had a 2-year process, 
that would mean the preferred vehicle would come down the tracks 
next year. Members would have to be more vigilant in looking for 
candidates for this year's vehicle. If they do not use this available 
bill, nongermane as it is, they m^ht be shut out for a full yeeir. 

Point No. 2, perhaps this is a way of summeuizing my response 
to your concerns, I believe that a 2-year process haa compelling 
merit, but a 2-year process in order to work has to be coupled with 
a host of other changes in the behavior and procedures of this 
institution, because many of the problems that you have expressed 
derive from changes made in behavior and procedures over the last 
decade. So merely adding a 2-year process to the current arrange- 
ment actually might generate fresh complications which are not 
fmticipated. 

Mr. WiRTH. Thank you, Mr. Chairman. I would like to pursue 
this at a greater length with you, if I have the opportunity, Mr. 
Schick. I think there is a lot of data, such as the number of bills 
you were talking about. We have to get a picture of this before we 
can start thinking about our own survival. In talking to some of 
the people who have been here for a long time, I see their frustra- 
tion level has gone up. A lot of good people are talking about 
bailing out, and indeed, they are bailii^ out. We have a responsi- 
bility to cheinge our legislative cedendar so that it becomes better 
than it currently is. Thank you, Mr. Chairman. 

Mr. MinEiA.. Mr. Gephardt. 

Mr. Gephardt. Thank you, Mr. Chairman. Thank you, Mr. 
Schick, for your valuable testimony. 

I would like to target on three things. First, the two-step process 
you talk about I am interested in your proposal and intrigued by 
it. It is kind of a compromise between what has been suggested and 
the idea that we should do it at all. 

Would you restate for me why you think the approach you 
recommend is a valuable one, and what would it be designed to 
accomplish? 
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Mr. Schick. I think it is valuable for the House to i 
macrobui^etary policy before it proceeds to vote on the functions. 

At the present time, this macro-consideration is supposed to 
occur during the general debate stage, however, there is no formal 
voting on it. It would be useful for Members to consider what is the 
appropriate size of revenues, expenditures, debt, surplus or deficit, 
before they look at the particulars. They then would have a yard- 
stick when they look at the functions, but — this is critical — they 
would not be bound by the aggregates. They could make whatever 
changes they want with respect to any function or all the functions 
after they have established the totals. But since they would be 
loolcing at the functions in the light of the totals, they would have 
a better understanding, perhaps, about how indiviual actions might 
change the overall budget picture. 

Mr. Gephardt. Would you have that macro-vote on the floor just 
prior to going into the budget voting by function, or would you 
have that macro-vote before the committee went into markup? 

Mr. Schick. No, that would be on the floor after general debate 
and before voting on any of the functions. 

Mr. Gephardt. Would there be a recommendation on those fig- 
ures by the Budget Committee, and if there were, how would it be 
any different than after their functional fighting in markup? 

Mr. Schick. It probably would be the same recommendation the 
House Budget Committee takes now. However, the House would 
have debate on it. 

Mr. Gephardt. That is an interesting observation. In your com- 
ments on the debt ceiling situation, I obviously had a role in 
developing that proposal, and share some of your concerns about it. 
I take it your major concern is using the theory of that procedure 
in other cases; is that correct? I take it you do not have a grave 
criticism of using such a procedure in this case other than the fact 
that it spills over as a concept into other things. 

Mr. Schick. That is precisely my point of view. Perhaps I am 
excessively sensitive to the way precedents are used in legislative 
chambers. While the use to which this device is put in the debt 
ceiling bill is, I think, unassailable because of the clarity and 
simplicity of the issue, there is no possibility of misunderstanding 
what the vote applied to. But nonetheless, at some time in the 
future, it might be possible on another issue which does not have 
the compelling circumstances you have now, to apply or misapply 
the same device. 

Mr. Gephardt. Let me ask what you think about the idea, if 
Congress fails to eidopt a second resolution by September 15, which 
I take it this year became a reality for the first time, what would 
you think of a new provision automatically making the first budget 
resolution the second budget resolution until such time as Congress 
adopts a different resolution? 

Mr. Schick. I am sympathetic with the approach, but perhaps I 
am rigidly bound to the principles expressed in my statement. I 
believe that any rule which establishes a budget outcome which is 
not Congress outcome will not be abided by. Principles have to be 
compromised, and perhaps this is one such instance. In my pre- 
pared statement, I make the statement that Congress came peril- 
ously close this year to losing the budget process. Without goiiig to 
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the merits of the House and Senate procedures, I think the budget 
procedure should not be held at risk again. Perhaps this is one 
instance where it is necessary to dilute the principle that Congress 
make its own budget choices in order to protect the survival of the 
budget processes. 

Mr. Gephardt. What do you think about the ^lending proposals, 
one made by Mr. Jones, one by Mr. Gieiimo? They have similar 
mecheinics but different approaches. 

Mr. Schick. Fortunately Mr. Mineta prefftced his statement with, 
"We will leave that for another day," But there are two differences 
between the Jones and Giaimo bills. One is that Mr. Jones would 
precondition a vote to override the limitation on a Presidential 
message, and Mr. Giaimo would not. In terms of congressional 
responsibility for budgeting, I believe that Congress should not be 
prevented from acting in the absence of a Presidential message. 

The second difference, if I understand it correctly, is that Mr. 
Jones would require the vote to override. Prior to votii^ on the 
budget resolution itself; that is, at the conclusion of general debate 
but before voting on the budget resolution. 

In ling with what I said before as to a two-step procedure, this 
would vicdate the principle that Congress should create its own 
bucteet, and probably complicate finding the majority for a budget 
rescMution. 

Mr. Giaimo's bill has the same procedure except the override 
vote can come at any time after general debate, and even after 
voting has proceeded on any aspect of the resolution. The Giaimo 
proposition accords more closely to the suggestions in my state- 
rtient. 

Mr. Gephardt. Thtuik you, Mr. Chairman. Thank you, Mr. 
Schick, for your testimony. 

Mr. Mineta. Although it is included in your written testimony, I 
would like to touch on off-budget agencies and on the possibility of 
bringing back the President's Commission on Budget Concepts, 
which I believe we had in 1967 or so. As I understand your state- 
ment, you feel there is a justification for bringing these back on? 

Mr, Schick. Yes. I believe that in terms of congressional respon- 
sibility for a budget, there is very little defense in excluding off- 
budget agencies from the budget totals. Inasmuch as most of the 
off-budget transactions are in the Federal financing bank, the off- 
budget issue is related to credit controls £md therefore the two 
issues should be resolved in conjunction with one another. 

Once the issue of a credit budget is resolved, the treatment of the 
Federal financing bank will fall in place. 

Second, with respect to a budget concepts commission, not only 
has the budget grown in the last dozen years, but there is a variety 
of new accounting concepts have emerged. There are literally 
dozens of issues with respect to expenditures and revenues, what is 
in the budget and what is outside the budget, what is Federal or 
not, which can be productively considered by this commission. 

I would suggest, however, inasmuch as Congress hfis established 
its own budget process, if a new concepts commission were con- 
vened, that Congress ought to have a greater role in shapii^ its 
agenda and composition than was the case in 1967. This ought to 
be a budget concepts commission which while it might address 
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concepts of Executive budgeting, gives equal consideration to the 
ifiSueB which must be faced by Congress. 

Mr, MiNETA. Very well. There may be some more questions that 
we might like to ask of yoii. We will do that in the form of 
correspondence, and the record will be kept open for your response. 

I would like to thank you again, Dr. Schick, for your comprehen- 
sive testimony here today, and your continued iissistance to this 
task force. 

Mr. MiNETA. At this time I would like to call on Dr. Rivlin, the 
Director of the Congressional Budget Office. She has been at CBO 
since its inception, smd has built that oflice into an active adjunct 
staff for the Budget Committees, Appropriations Committees, and 
for the Congress as a whole. 

Dr. Rivlin, I would like to thtmk you for all the assistance which 
you and your staff have provided this task force, not only for 
today's hearings, but in the past as well. I hope we will continue to 
work tc^ether as we continue this review of the Budget Act. Please 
proceed in your own fashion. 

STATEMENT OF DR. ALICE M. RIVLIN. DIRECTOR, CONGRES- 
SIONAL BUDGET OFFICE, ACCOMPANIED BY DR. JOHN W. 
ELLWOOD, SPECIAL ASSISTANT TO THE DIRECTOR 

Dr. RrvLiN. Thank you, Mr. Chairman. I am pleased to have this 
opportunity to review with the task force the experience of the first 
5 years under the budgetary procedures of the Congressional 
Budget Act of 1974. It is very appropriate now, on the eve of the 
1980 8, to examine how well the process has worked and which 
aspects of its operation can be improved. Most, if not all, of the 
important issues the Congress will face in the next decade have 
important implications for the budget. An effective budget process, 
therefore, is one of the Congress most essential tools. 

The first part of my statement this mornii^ describes the 
achievements of the new budget process in its first 5 years. The 
subsequent parts discuss three possible improvements: Lengthening 
the time horizon of the process; improving the scheduling of con- 
gressional workload; find expanding the comprehensiveness of the 
budget process. 

ACHIEVEMENTS OF THE NEW PROCESS 

In the 5 years since the enactment of the Congressional Budget 
Act, the Congress has greatly changed the way it makes budgetary 
decisions. It has proven: 

That it can set aggregate targets and ceilings for expenditures and receipts, and 
also functional targets for expenditures^ 

That it can stay within those targets or adjust them, as the Nation's needs 
require; and 

That it can establish a TiBcal policy goal and shape its decisions in light of that 
goal. 

These accomplishments have been achieved under extraordinar- 
ily difficult economic conditions — first, the deepest recession since 
the Great Depression, and now the most severe sustained inflation 
in modern times. 

Justifiable satisfaction with these achievements should not, how- 
ever, keep us from acknowledging that some of the goals envi- 



n Google 



sioned when the Budget Act was passed have not yet been fully 
realized. For instance: 

The Congress still has difficulty debating important national budgetary choices, 
because the tremendous inertia of the Federal budget makes it almost impOBsible to 
make major changes in the size or composition of the budget in any one year. 

The Congress still has difficulty meeting the deadlines of the budget process, thus 
raising questions about the manageability of the congressional workload. 

The Congress still does not address directly in the budget process all aspects of 
Federal allocation of resources, raising questions about how to treat tax expendi- 
tures, off-budget entities, and credit programs. 

I firmly believe that improvements can be made in these three 
areas that will enhance the effectiveness of the budget process as a 
decisionmaking tool. 

EXTENDING THE HORIZON OF THE BUDGETARY PROCESS 

In my view, the most important step that the Congress can take 
to enhance the effectiveness of the budgetary process is to set 
multiyear budget targets. By making policy decisions about the 
future, the Congress will extend its planning horizon beyond the 
budget year immediately ahead to the 2 or 3 years beyond. This 
extension of the planning horizon is vital if the Congress is to 
overcome the enormous inertial pressures of the Federal bui^et. 

By now most of the Congress is painfully aware that these iner- 
tial pressures mean that next year's Federal budget will look very 
much like this year's despite congressional efforts to the contreu^. 
Most of the Federsil spending for next year ^probably as much as 
75 percent of it, maybe more — will result from the decisions of past 
Congresses, not from decisions of the 96th Congress. This is not 
altogether undesirable. Still, it makes clear that, if the Congress 
wishes to make major changes in the size or composition of the 
budget, these changes will take time to plan and execute. Goals for 
1982 and 1983 must be specified now if there is to be any hope of 
accomplishing them. 

Clearly, setting multiyear budget targets is harder than focusing 
only on next year's bucket and requires more work smd aneilysis. I 
believe, however, that the end result is well worth the effort. With 
a multiyear approach to formulating budget resolutions, the Con- 
gress can increase both its flexibility in dealing with budgetary 
choices and its control over the total size and composition of the 
budget. The present system simply does not permit the Congress to 
address adequately those issues that cannot be affected in a single 
year. In contrast, in a multiyear targeting system the Congress 
could clearly see and vote upon the eventual costs of adding major 
new programs or the savings to be achieved from reforming or 
abolishing existing programs. 

I have believed for some time that the Congressional Budget Act 
of 1974 provided the procedural framework for multiyear budget- 
ing, and this was borne out by the inclusion of budget aggregates 
for 1981 and 1982 in the budget resolutions for 1980. The task now 
facing the Congress is to build on this beginning to achieve more 
fruitftil and explicit consideration of the future directions of the 
Federal budget as part of the debates on the budget resolutions. 
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IMPROVING THE MANAGEMENT OF CONGRESSIONAL WOBKLOAD 

The framers of the Congressional Budget Act of 1974 hoped that 
the prescribed schedule for annual consideration and enactment of 
the concurrent bui^et resolutions would make possible timely en- 
actment of budgetfu? legislation. No more would Federal Eigiencies 
spend the Urst 3 to 6 months of each fiscal year on continuing 
resolutions. 

The Congress did make substantial progress toward this goal. All 
the appropriation bills for fiscal year 1977 were signed into law by 
October 1, 1976, the first day of that fiscal year. For fiscal year 
1978, all but three appropriation bills were enacted by the b^in- 
ning of the fiscal year, and those three followed shortly. The enact- 
ment of appropriation bills for fiscal year 1979, however, was not 
as timely. Only five of the regular bills had been signed into law by 
October 1. Six of the remaining seven were enacted during October, 
while the last — the Labor-HEW bill, was delayed by the controver- 
sy over abortion funding. 

This year, things got worse, as you know. Only three of the 
appropriation bills were enacted by the start of fiscal year 1980. 
Two continuing resolutions have been required, and action still has 
not been completed on three bills. In addition, enactment of the 
Second Concurrent Resolution for Fiscal Year 1980 was nearly 2 
months late. What can explain this deterioration of the good rec- 
ords posted for fiscal years 1977 and 1978? Why does the Congress 
have trouble enacting necessary budget legislation on a timely 
basis? 

In ray view, the gradual return to tardiness in passing appropri- 
ation bills— after the super effort in 1977— merely reflects the basic 
problem that the congressional workload is far too heavy. The 
Congress makes too many decisions too often. The new budget 
process did not create this problem; it has merely drfunatized it 

One solution is for the Congress to try to focus on fewer decisions 
and to do this less frequently. In testimony earlier this year before 
the House Rules Committee on sunrise and sunset proposals, I 
suggested steps that could be taken to improve management of the 
workload of the Congress. 

First, the Congress could establish a systematic structure for the 
reauthorization-and-oversight process, requiring periodic but not 
too frequent consideration of Federal activities but allowing the 
Congress to anticipate its workload. 

Second, congressional committees could be encouraged to view 
the two sessions of a Congress as a single work period; that is, as a 
time to review one set of programs over 2 years, rather than two 
sets, one each year. 

Third, authorizations of most Federal activities could be for an 
even number of years, two at a minimum, expiring on September 
30 of the second session of each term of Congress. 

These steps would enable the Congress to manage the l^islative 
workload more effectively. They would also smooth the operation of 
the budget process. Encouraging committees to begin their reviews 
during the first session of each Congress would allow them to hold 
extensive hearings, to conduct a reflective and unhurried markup, 
and to report their bills at the beginning of the second t 
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Floor action on authorizations could thus be begun and completed 
before the appropriation bills are even reported. 

To the extent that the authorizations committees could e 
the reauthorizations of major programs over several terms, 
^eater savings in congressional workload could be realized; that is, 
i-year authorizations, perhaps. Likewise, using multlyear appropri- 
ations for routine Federal activities would reduce the annual work- 
load of the Appropriations Committees. Taken blether, all these 
suggestions would reduce the number of decisions that confront the 
Congress in each term and increase the amount of time available 
for making each decision. 

MAKING THE BUDGET PROCESS MORE COMPREHENSIVE 

Allocations of resources through off-budget entities, tax expendi- 
tures, and Federal loan guarstntees were not part of the unified 
budget in 1974 smd, as such, were excluded from the scope of the 
budget resolutions. Provisions scattered throughout the act, howev- 
er, require the Budget Committees to study on a continuing basis 
tax expenditures, off-budget agencies, and other budget reform pro- 
posals. From these provisions, I conclude that the framers of the 
But^t Act envisioned possible expansion of the budget process to 
include other Federal resource allocation activities. 

I strongly favor expanding the scope of the congressional budget 
process to include other Federal allocations of resources. In fact, I 
think it is essential. On previous occasions the Congressional 
Budget Office has recommended that the Congress include the off- 
budgiet entities in the unified budget. We have recommended that 
the Congress b^in setting targets and ceilings for credit progriims. 
I have endorsed your bill, Mr. Chairman, H.R. 5683, as a way of 
achieving that goal. There seems to be no reeison why, with proper 
planning and study, the Congress could not in the future also set 
targets and ceilings on tax expenditures in the budget resolutions, 
just as it does now for direct expenditures. 

This does not mean that the Budget Act must be immediately 
amended to require inclusion of credit programs and tax expendi- 
tures within the scope of the budget resolutions. Expanding the 
scope gradually and deliberately makes good sense. One of the 
virtues of the Budget Act during this first 5 years has been its 
flexibility. It permits the Congress to try out or experiment with 
new procedures without requiring chfmges in law. 

Therefore, I urge this task force to consider carefully the oppor- 
tunities available to experiment with credit budgets and tax ex- 
penditure budgets. I strongly recommend that the committee con- 
sider setting targets on aggregate Federal activity in the first 
budget resolution next spring, even if no action has been taken on 
H.R. 5683. The experience gained in analyzing and debating alter- 
native levels of Federal credit activity during such a dry run can 
only be beneficial to Members. To assist the committee in prepar- 
ir^ for a dry run next spring, we are preparing at your request, 
Mr. Chairman, an overview of Federal credit programs for fiscal 
year 1981. 

Likewise, steps short of amendments to the Budget Act could be 
taken to incorporate tax expenditures into the bu^et process as 
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early as next spring. For exftmple, the resolution might include 
just a target for tax expenditures, leaving for future years the 
implementation of binding ceilings and point-of-order provisions. 
The target could be limited to total tax expenditures, or it could be 
broken down by functional categories. It is also possible under the 
existing Budget Act to trade off selected new tax expenditures 
against new direct expenditures by allowing only enough room in 
the budget resolution to take one route or the other, but not both. 
As more experience is gained, binding ceilings could be imposed on 
tax expenditures, perhaps starting with limits on new or expanded 
tax expenditures. 

My point is that, while one might want to amend the act eventu- 
ally, most of the suggestions I have made — including multiyear 
budgeting and improving the management of congressional work- 
load — can be tried out by the Congress without changes in law. 
After several years of experience, if the results are satisfactory, 
then the law could be amended to institutionalize the new pcac- 
tices. 

CONCLUSION 

In conclusion, Mr. Cheiirman, I would say, after 5 years, the 
Congressionfd Budget Act of 1974 is a demonstrated success. The 
Congress cem make its own budget. Now is not the time, however, 
for those of us involved in the budget process to rest on our laurels. 
We must enhance the effectiveness of the process to enable the 
Congress to meet the challenges of the 1980's. To that end I recom- 
mend: 

First, that the Congress move quickly to adopt multiyear budget- 
ing; 

Second, that the Congress consider steps outside of the budget 
process to improve the management of its workload; and 

Finally, that the Budget Committees use the inherent flexibility 
of the act to b^n moving by stages to incorporation of credit 
programs and tax expenditures within the scope of the budget 
resolutions. I would be happy to answer questions from the task 
force. 

Mr. MiNETA. Thank you very much. Dr. Rivlin. I would like to 
ask, relative to the CBO itself, have there been any occasional 
reviews of the CBO operation? 

Dr. Rivlin. Yes, there have, Mr. Chairman. Both Budget Com- 
mittees have held oversight hearings on the CBO, although not 
very recently. This was done several times when we were getting 
started. And, of course, the Appropriations Subcommittees review 
our budget every year emd hold a thorough hearing on CBO oper- 
ation. 

I think the reason an oversight hearing has not been held recent- 
ly is that communication between the Budget Committees and CBO 
is held daily, and a formal hearing would be redundfmt. However, 
we would welcome the opportunity to have one if the committee 
felt it would be useful. 

Mr. MiNBTA. Would you support a limitation of 5 years, consist- 
ent with sunset? 

Dr. RivuN. If the Congress were to move to sunset, I do not 
think the congressional support agencies should be exempt. They 
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should be reviewed as other agencies. Barring that, I am not sure it 
is useful to single out the CBO. Essentisilly, I think it is sensible to 
do what this subcommittee is doing; to review the budget process as 
a whole and to make judgments on how the CBO is functioning as 
part of the whole budget operation. 

Mr. MiNETA. We have always used the figure of 75 percent of the 
bui^et as being uncontrollable. Do you feel a multiyear budget 
would increEise congressionfil control over the budget? 

Dr. RivuN. Yea, I do, Mr. Chairman, very strongly. As the Con- 
gress deals with the budget now, it is always acting on expendi- 
tures that realistically cannot be changed greatly in a short-time 
horizon. Some of these expenditures are formally mtmdated by law; 
for others not legally mandated the msuieuver room however, may 
be very small. If the Congress were to shift to a multiyear ap- 
proach, it would be much easier to grapple with the major issues of 
the budget in time to change these things. Any law can be changed 
if enough time is given for an orderly transition. 

Mr. MiNETA. Dr. Schick had mentioned something about phasing 
in this whole multiyear perspective. How do you think Ck)ngress 
can best incorporate this process into its decisionmaking? 

Dr. RivLiN. I unfortunately did not hear what Dr. Schick was 
proposing. In my view, the Congress hsis been phasing in multiyear 
budgeting gradually, and now is the time to move a little faster. I 
would think that, for the next round, both Budget Committees 
should mark up the budget resolution on a multiyear basis. The 
Senate Committee has done this already. The House has taken 
steps in this direction. I think the next major effort should be to 
introduce and vote on multiyear targets next year. You could do 
that without changes in the law. 

Mr, MiNETA. CBO is in a position to give backup information on 
conference reports on bills. Would it be useful to have CBO provide 
cost estimates on conference reports? 

Dr. RiVLiN. Yes, I do. I think it would be useful. We sometimes 
do it now. Our regular procedure, as you know, is to give a cost 
estimate on a bill at the request of the committee at the time the 
bill is reported. But that bill may be changed on the floor or in 
conference. Sometimes the conferees request an updated cost esti- 
mate, but not regularly. 

I think it would probably also be useful to the Congress at the 
time of voting on a conference report to have a CBO cost estimate. 
It would probably be useful to have such a cost estimate later when 
one looks back at legislative history and tries to hold the adminis- 
tration accountable for how it carried out the mandates of the law. 

At the moment there often is no cost estimate on the final bill as 
reported out of conference or as passed on the floor. 

Mr. MiNBTA. There have been several proposals made to expand 
the scope of CBO cost estimates to include estimates on the impact 
on the inflation rate as well as impact on State and local govern- 
ment. 

I was wondering if CBO has a position with respect to these 
proposals to expand the scope of cost estimates? 

Ih*. RivuN. Our position is that, if the Congress thinks they are 
useful, we are prepared to do them, although we must remind the 
Congress that there is no free lunch. If we take on additional 
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costing responsibilities, whether it be conference reports or addi- 
tional types of costing, it will take some additional stfUT. 

Within the last year, we have taken on the responsibility of 
doing inflation impact statements, and have created a small staff 
with that specific responsibility. At the request of committees, we 
have produced several inflation impact statements already. 

We do not now do estimates of the impact on State and local 
governments, although there are bills pending which would have 
us do that. We estimate that handling this responsibility would 
take, when fully geared up, perhaps an addition^ eight people. It 
would not make sense to do it on all bills just as it doesn't make 
sense to do inflation impact statements on all bills. 

But 1 think that it would make a good deed of sense, in those 
cases where a bill has a priori, a major impact on State and local 
government, for the Congress to have the capability of estimating 
what that impact would be before it votes. 

Mr. MiNGTA. As you are well aware, to insure timely action on 
authorizations required for the next fiscal year, section 402 of the 
Budget Act requires that all l^islation authorizii^ new budget 
authority be reported out on or before May 15. 

In the review of the 95th Congress, 1 believe the CBO noted that 
34 percent of all the authorizing bills were reported in the 5 days 
before May 15 find the first working day after. Do you believe that 
fdleviating the crunch of authorizing bills is a matter that can be 
resolved by changing the May 15 date? 

Dr, RivLiN. No, I do not. I think that to change the May 15 date 
to a later date would essentially just compound the problem. 

The su^estion that we have mside really goes in a different 
direction. We have suggested that, instead of making the dote 
later, the Congress might change its procedures so that authormng 
action is carried out earlier. 

I think one way to come at this is to rec(^nize that Congress is 
elected for a 2-year period and that May 15 in the first session of a 
Congress is very different from May 15 in the second session. A 
new Congress needs time to get everything in order. To pass au- 
thorization bills before May 15 in the first session is extraordinary 
ily difHcult. 

But if the Congress were to regard this as a 2-year work period, 
if it were to spend most of the first year holding heeuings and 
working on authorization bills to be reported at the beginning of 
the next session, then the May 15 deadline would not seem so 
unreasonable. 

Mr. MiNETA. Should we be making greater use of multiyear 
authorizations? 

Dr. RivLiN. I would think that you should. As 1 said, the 2-year 
authorizations would be approporiate for almost everything, but 
there are conceivably activities in which a 4-year authorizaticm 
would be quite adequate. 

The Congress could always act sooner in an emergency or change 
of circumstances. 

Mr. MiNETA. But the committees feel they have a better control 
over their areas of jurisdiction if they have 1-year authorization. 

Dr. RivuN. They do feel that, but I think they really don't have 
better control than they would have if they took more time to 
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authorize less frequently, if they examined the pn^ams and their 
functioning in greater depth. 

Mr. MiNETA. Just recently, in fact last week in the Public Works 
and Transportation Committee, we had testimony from Congress- 
man Tom Harkin and Congressman Barry Goldwater, Jr., about 
the problems that they are having with the research and develop- 
ment activities of the FAA. 

They feel that with a 2- or 3-year authorization, even though it is 
all outlined, that once they have peissed the legislation and delegat- 
ed it to the Secretary of Transportation, or Administrator of the 
FAA, that they have really lost control over the nature of those 
R. & D. programs. 

They were really more interested in getting away from that 3- 
year and going to single-year authorization bUls so that they can, 
sa they said, keep a handle on the FAA'e R. & D. program. This 
seems to be more endemic as an issue among committees. 

Dr. RivuN. Well, this is a very frustrating thing for the Con- 
gress. I am not familiar with that particular issue. In general, 
however, an R. & D. pn^am would be a good candidate for a 
multiyear authorization. It would probably be good to give the 
agency some certainty about what it could do and then review the 
pn^am at the end of 2 or 3 years, rather than try to have a 
congressional committee managing the pn^am. 

If one feels that the agency is not doing something right, there is 
a great temptation to say, maybe we had better manage it our- 
selves. But I really think that ultimately the function of the Con- 
gress is to set general policy and to let the administration execute. 
Then, if they don't execute well, change the policy. 

But keeping tabs on what they are doing all the time sometimes 
frustrates the ability to think about the policy. 

Mr. MiNETA. But the problem is that sometimes you don't have 
the ability to change the course of what is happening at the agency 
until after the money has been spent. People say, well, they have 
blown another $12 million on the investigation of why ants work 
hard. 

Dr. RivuN. Maybe you have to take some risks. If the Congress 
does not feel that the agencies are being competently administered 
and that it can trust the administrators to spend the money wisely, 
then there is a very basic problem. But 1 am not sure that it is 
solved by very frequent review of exactly what projects are being 
funded. 

Mr. MiNETA. Thank you. Mr. Wirth. 

Mr. WiRTH. Thank you, Mr. Chairmem. Once, again. Dr. Rivlin, 
for the record I wanted to register the great respect that this 
committee has for you emd the good work that the CBO does with 
its very, very difficult agenda. 

Let me jump to your conclusion, the second point on page 11, £ind 
go from there, if I may: "Second, that the Congress consider steps 
outside the budget process to improve the management of its work- 
load." 

Is there somebody at CBO who is working on this in particular? 
Have you done some analysis of workload? 

Dr. RivuN. We have thought about it in this particular context 
of the budget process, but, no, we have not been asked to undertake 
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a thorough study of congressional workload. Nor do I think we 
reedly have the right expertise for such a study. 

Mr. WiRTH. Do you know of any committees or the Library of 
Congress or Brookings or AEI or emy particular clump of expertise 
or analysis looking at the workload? This is in part related to my 
earlier discussion with Mr. Schick who was talking about some 
historic trends. 

Dr. RiVLiN. Let me turn to Dr. Ellwood to see if he has any 
thoughts on that. I know some work is going on. 

Mr. Ellwood. There is a major study now underway at Brook- 
ings under Prof. Joel Aberbach from the University of Michigan on 
congressional oversight. He has spent the last 2 years putting a ton 
of data on tape. So he should be in a position to talk to you. 

Mr. WiRTH. Is that off tape and in the King's English? 

Mr. Ellwood. Yes. In addition, Dr. Shick himself has b^un to 
work on several projects related to the topic that he talked to you 
about. 

Mr. WiRTH. Dr. Rivlin, going back to page 7 talking about var- 
ious specific recommendations, could you expand a little bit on one, 
two, and three there? 

First of all, how does Congress go about establishing its systemat- 
ic structure for reauthorization and oversight? Is that really the 2- 
year process? 

Dr. Rivlin. Yes, essentially the 2-year process plus sunset. By 
sunset, I mean a laying out of a calendar by which the Congress 
would reexamine groups of Federal activities on a periodic basic. 
The hard part is determining what should be the schedule. But we 
are suggesting here that in general it should be even numbers of 
years. 

Mr. WiRTH. Is it a Rules Committee function to define that or a 
caucus function or leadership initiative or Bui^et Committee ini- 
tiative? 

Dr. Rivlin. If it is to be put in law, I think it would have to 
originate from the Rules Committee. It is a complex business. 

Mr. WiRTH. That flows into the idea of creating a 2-year cycle 
rather than a 1-year cycle, your second recommendation on page 7? 

Dr. RivuN. That is right. It does seem to me that it would ease 
the workload greatly and simplify the budget process if authoriza- 
tions could be done on at least a 2-year cycle, with hearings and 
markup occurring during the first session and with bills at the 
beginning of the second session. 

Mr. WiRTH. Have you done any analysis of that proposal and how 
it overlaps with the ground swell of r^latory or antiregulatory 
fever around the country, and our inability to really cope with that 
from an overs^ht perspective here? We really don t do very much 
of that, right? 

Dr. RivLiN. No. I think that the question of a cycle of regulatory 
review is an additional complication, but probably one that should 
be thought about in this context. 

Mr. WiRTH. But doesn't that fit directly in with this? If you are 
reauthorizing a program every 2 years rather than every year, 
presumably that puts an incentive into various committees and 
subcommittees to look at the r^ulatory process, which is part of 
looking at how well programs work and which ones oug^t to be 
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encouraged and which ones ought to be discouraged. That gives us 
an opening. 

I think there is a political plus there for the Tirst time in recent 
years to exercise that kind of oversight. I would hope and I think 
there is a political momentum going, in that people in the Congress 
feel rewarded for that kind of activity which they might not have 
felt 5 or 10 years ago. 

Dr. RivuN. Yes, I would agree with that. 

Mr. WiRTH. Looking at the third, have you made an analysis of 
what progreuns might be considered routine Federed activities 
versus others? Is there a distinction between those or is it extreme- 
ly complicated defining what is routine and nonroutine? 

Dr. RivuN. I would scratch the word routine in that statement. I 
think most Federal activity could be deemed eligible for a mul- 
tiyear authorization. It is the exception that should be subject to an 
annual authorization process. I can think of very few pn^ams for 
which you would have a strong case for this. 

Mr. WiRTH. Do we have precedents for which the 2-year authori- 
zation or longer has proved to be productive? 

Dr. RivuN. There are a number of pr(^ams for which authoriza- 
tions are longer. 

Mr. WiRTH. I didn't phrase my question quite properly. Do we 
have any analysis that the pn^ram considered on a 2-year or 
longer authorization cycle tends to be better run than ones which 
are not? Do you know of any work that has been done in that 
regard? 

Dr. RiVLiN. I would have to look into whether anybody has 
actually studied that, but unfortunately most of the cases go the 
other way. As the chairman noted earlier, the trend has been 
toward shorter authorizations rather than longer ones. 

Mr. WiRTH. It seems to me that in thinking about going to this 
kind of a cycle it would become imperative for the Congress to 
develop coalitions on the outside that would come to understand 
the need for getting into a longer cycle versus a shorter one. We 
can get something done in the Congress if we are able to depend 
upon or work with outside groups who have the same set of goals 
or with whom we can develop a set of goals. 

Given the current way in which the cycle goes, it is probably to 
the advantage of most groups who are served by these programs to 
continue to be on a 1-year cycle and we would want to see if we can 
develop coalitions on the outside. 

I am thinking of enlightened people all across the country, to 
develop that coalition to work with the Congress and say, yes, 
oversight is important and, yes, changing the cycle is important 
and, yes, strengthening the budget process is important. 

I get the sense that there is very little awareness on the outside 
of the budget process and its importEince, and that we have an 
excellent package here to sell to the right kind of national constitu- 
ency who can help us very much in this process. 

Dr. RivLiN. I think that is correct, but a potential source of very 
great support are State smd local governments, the mayors and the 
Governors for whom a longer cycle and more certainty about what 
the Federal Government is going to do would have many advan- 
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tages. They have expressed those advantages to us and I am sure to 
you. 

Of course, that gets back to the problem that the chainnan was 
raising about whether the Congress wants to lose annual oversif^t 
of all these activities. 

But my view is that it is probably worth it. You would get better 
administration of programs at the State and local level as well as 
in the Federal agencies if they had a longer time horizon but were 
subjected to more rigorous overs^ht less frequently. 

Mr. WiRTH. Thank you, Mr. Chairman. 

Mr. MiNETA. Mr. Gephardt. 

Mr. GEPHAKnr. Dr. Rivlin, it is obvious that you see the multi- 
year budgeting from two angles: One, trying to set within the 
budget targets over a longer period of time and, second, your ideas 
about changing the workload schedule so that we work on a 2-year 
time segment rather them a 1 year. Is that basically what you are 
driving at? Is that what you are saying? 

Dr. RivuN. Yes. 

Mr. Gephardt. Those two improvements go together? . 

Dr. RiVLiN. I think they do. I am not sure we h^V^ the aiwwet- on 
how to decrease the Federal workload, but that may help. . ,. 

Mr. Gephardt. Can I ask you to comment on Mr. Schick's t^ti- 
mony where he talks about the same things but he seems to haVe 
some doubts that we can pull this off and seems to' say we ^ould 
do it piecemeal? ^ ' i,- "-'..'.- .- 

And he also suggests this basic conflict. I guess we ul have .with 
moving to a longer process and that is that we in the pa#t, have 
done it to make losers feel happy in the m-esent bU)J|tet process bjr 
saying, well, we will do your thmg later. Then we really don't do it 
in the long term and we start all over again every year. 

I guess he is suggesting that there is a basic, obvioUs .political 
objection to tying ourselves up for long periods of time. 

Dr. RivuN. There are two things. One is that no one likes to get 
committed to things that cannot be changed for too long a period. 
The Congress, like everyone else including the administration, like 
to preserve their options to the very last minute in the belief that 
doing so gives them more control. 

But the second thing, which is not widely understood, is that 
that range of activities or that way of pursuing activities gives you 
less control, not more, because you are always buffeted by past 
decision. 

I think somehow we just have to overcome that. It has been 
largely overcome in the corporate world. People don't thmk now 
that they can really run a business without a multiyear ptem. But 
there has to be the consciousness that a pleui can always be 
changed if circumstances change, that the fact that you are operat- 
ing within a plan should give you more flexibility. It gives you tt»e 
ability to ask what do we really wemt to do next year eind the year 
after, but it should not foreclose opportunities to do something 
differently if the circumstances really change dramatically. 

Mr. Gephardt. Do you think that a long planning cycle is coo- 
sisteot with the prevailing testimony we seem to ^ every year 
that we have major impact on the economy and therefore, we hafe 
to have tremendous flexibility add throw different tilings out aver- 
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night and bring new things, a procedure which is more like what 
we do to deal with the economic situation? 

Dr. RivuN. I don't think you want to use the whole Federal 
budget to deiil with a shortrun economic change. Certainly, you 
will want to preserve some flexibility. In a recession when the 
problem is unemployment, there are some progrtuns that are spe- 
cifically directed to getting people to work. 

You don't want to lose control over those. You would never want 
a 4-year fixed number of CETA jobs, for instance. That would be 
silly. You would be creating jobs at an inappropriate time perhaps. 
I don't think you want to lose the flexibility to change the tax 
system in response to cyclical needs. 

But that doesn't mean you want to pay the price of reviewing the 
entire budget every year, including social security benefits and 
defense procurement progritms which should not be managed on a 
countercyclical basis. If you want to build an aircraft carrier, you 
want to build an aircraft carrier. It is not sensible to use that lund 
of expenditure as a countercyclical device. 

Mr. Gephakdt. Last, what is your opinion, if you have one, of 
Mr. Schick's idea that we could adopt a two-step procedure where 
you vote on macro numbers before the House goes into the func- 
tional categories? 

Dr. RrvLiN. I am concerned about the problem that Mr. Schick is 
addressing. I think the floor debates on the resolution have been 
inordinately concerned about changing minor line items and 
adding to and subtracting from the functional totals. Sometimes 
the basic decision about fiscal policy kind of gets lost there. 

I think that problem might be helped by some other procedures 
such as limiting amendments that may be offered on the floor. 
Such limitations could be based on a minimum dollar amount of 
the changes made or by permitting only those amendments reportr 
ed by a standing committee or the Budget Committee. While I 
don't think it would be bad to try having a tentative vote on the 
whole resolution before you go into eimendments, as Mr. Schick 
su^^ts, I am not sure what that really means. 

Ktting together a budget is, in its essence, an iterative process, 
whether it be done in committee or on the floor. You have to think 
about what we need to spend for various reasons, what is desirable 
tax policy for various reasons, and what is desirable fiscal policy. 
These questions cannot be separated. 

So the idea that you vote on the budget totals first and then you 
worry about the composition does not seem sensible to me. Now, as 
I understand him, Mr. Schick is not really suggesting that. He is 
su^esting that you have a good debate on fiscal policy and a 
tentative vote on the totals £uid then you proceed to functional 
amendments and then come back to the totals. I think that is what 
he said. 

That doesn't seem unsensible to me, but you cannot get away 
from the fact that everything is related to everything else. 

Mr. Gephardt. Thank you very much. Thank you for your testi- 
mony. 

Mr. MiNBTA. Mrs. Holt. 

Mrs. Holt. Thank you, Mr. Chairman. Dr. Rivlin, I apologize for 
being late. I was in a conference. I am sorry I missed your testimo- 
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ny, but I have had an opportunity to look at it. I would like to 
follow on Mr. Gephardt's questioning there. 

I have been very disappointed in the budget process because I 
was here when we voted on it and when we passed it. I had 
envisaged it as a tough committee that would provide a discipline 
for the very reasons that Mr. Gephardt has said. 

We are all captives of our own special interests and we need 
some kind of discipline to help ua avoid this very thing. So I cannot 
see why we could not vote in the two-step way. We know how much 
revenue we want to receive. We can establish that for whatever 
reeison. Then we know what we want to accomplish with that 
revenue. I don't see why we can't set aiggregates even though they 
may be tentative. 

If we set them with a real eye toward getting rid of inflation or 
whatever we were trying to do, it seems to me that that would 
have a real force on the Congress and on the committees in coming 
up with the amounts of money that they want to spend. We amid 
use that as a tough discipline. 

You have not indicate that you agreed with that. What do you 
see wrong with that kind of statement? 

Dr. RivuN. You are now talking about voting on a^regates 
before the committee marks up the budget resolution? 

Mrs. Holt. Yes, arriving at ideal aggregates. 

Dr. RiVLiN. The only problem I see with that is that the aggre- 
gates really cannot be separated from the composition. There is not 
such a thing, so far as I know, as an ideal Eiggregate that has a 
certain fiscal policy result which is sepzirate from the composition 
of the budget. 

If that were true, it would be a good idea, but unfortunately it is 
not. I do not think you can ask an economist, for instance, what 
would be the impact of a budget with x spending, x revenue, and x 
deficit. 

Mrs, Holt. Yes, but if the lady would yield, we know where we 
are. We know what each committee spent last year. We know the 
rate of growth in that particular budget. We know the needs. We 
have all of those facts at our disposal. Why, then, couldn't we come 
up with how much money we should be spending? I just can't 
understand. 

Dr. RivuN. When you say "we," do vou mean the But^t Com- 
mittees? 

Mrs. Holt. Yes, the United States of America. 

Dr. RiVLiN. Because I think there are different views on how 
much we ought to be spending, depending on one's philosophy and 
views. One of the most important functions of the budget process is 
to provide a forum through which the Congress can attempt to set 
priorities among competing goals, such as battling inflation or 
preventing rising unemployment. Those competing priorities have 
to be fought out, first in the committee and then on the floor. But 
they cannot be determined separately from decisions on the rela> 
tive mix of types of expenditures for the reason that different types 
of Federal expenditures have different impacts on inflation and 
unemployment. 
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Mrs. Holt. That is what you are sayii^ then, that in our demo- 
cratic process the best that we can do in this House is to get out 
there on the floor and fight out every line item? 

Dr. RivuN. No, I don't think we are saying fight out every line 
item. I am saying that, first in the committee and then on the 
floor, you have to go through a series of decisions which are related 
to each other. How much do we want to spend and for what. You 
cannot answer those two questions separately. Nor can you really 
separate the questions of how much do we want to tax and in what 
ways, Eind what is the resulting deficit. 

You cannot say we wEuit this much spending and then we will 
worry about how to spend it, or we want this much revenue irre- 
spective of the kinds of taxes. It is just not that easy. 

Mrs. Holt. I know that is oversimplifying it, but it seems to me 
if we did have that ideal figure to work from, we spent this much 
last year, we had this deficit Euid we should not go over that 
amount this year, that that would give us an ideal situation, taking 
the economy as it stands in that particular year, and it would be 
discipline on us. 

Dr. RiVLiN. If you are talking, for instance, about committee 
markup, I think tjiat is a sensible way to go about starting to look 
at the f^gregates and the economic situation and make a tentative 
vote on the aggr^ates and then look at the various functions and 
then go back to the aggr^ates at the end. 

I think that might be a sensible way to do it on the floor. I don't 
want to imply that I think it is the function of the Budget Commit- 
tee to make line item decisions. But the decision on the aggr^ates 
cannot be independent of the composition. That is the problem. 

Mrs. Holt. How about reconciliation? Should all spending be 
subject to reconciliation instructions or should reconciliation be 
limited to new spending authority? 

Dr. RrvLiN. I think the Congress has to find a way of enforcing a 
judgment on the budget resolution and there are different interpre- 
tations of reconciliation. Reconciliation is the procedure that is in 
the law. It has not really been used yet. 

Mrs. Holt. Do you think we should use it? 

Dr. RivLiN. If the budget process is to be meaningful, there has 
to be a way of bringing spending bills and tax bills into conformity 
with the budget resolution. Reconciliation is the way suggested in 
the law, but it has not yet been used. 

Mrs. Holt. I think there is a great danger there that we are not 
making the budget process meaningful; tl^t we are not using it as 
a discipline. This has been my great concern, because I had such 
high hopes for it, and we just have not done that. 

Section 310 of the Budget Act would seem to permit reconcili- 
ation for a third budget resolution. I know it is ateurd to think we 
should have to try for a third resolution this year, but suppose we 
do, should we put such a hypothetical into a third resolution? 

Dr. RiVLiN. That is difficult to anticipate. It might well be sensi- 
ble, although presumably it will be too late to direct cuts in many 
expenditures ^ the time of a third resolution. 

Mrs. Holt. Thank you. Dr. Rivlin. 

Mr. MiNETA. Thank you, Mrs. Holt. Let me ask very briefly, on 
this agreement between the Budget and Appropriations Commit- 
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tees and the Joint Economic Committee, where we have indicated 
that it is all right for the President to include the current services 
estimate when he submits his budget, rather than on the Novem- 
ber 10 date. Does this delayed transmission of the current services 
estimate improve the utility of the current services estimate? 

Dr. RivLiN. I think it does. I do not know why anybody thought 
November 10 was going to be useful. It has proved not to be. It is 
more useful to have the current services estimate at the time the 
budget is presented. 

Mr. MiNETA. la there potential for overlap of bui^et data arising 
from the assignment to CBO of responsibility to provide budget 
information to the Congress, and the assignment to GAO of respon- 
sibility for budget data standards and clarifications? What steps 
have been taken to prevent duplication or overlap? 

Dr. RiVLiN. I do not think there really is very much duplication 
and overlap. CBO and GAO have really rather different fiinctions. 
In a nutshell, GAO focuses much more on the past, on what has 
happened historically to Government programs, and on evaluation. 
The focus of CBO is to look forward, to making estimates of what 
might happen in the future. 

We do coordinate closely with the GAO and have r^pjlar meet- 
ings and exchange of information to avoid duplication. 

Mr. MiNETA. Do you think it is time for another budget concepts 
commission, and what do you think that commission might study? 

Dr. RrvuN. For the range of things we have been talking about 
this morning — multiyear budgeting, inclusion of credit, inclusion of 
off-budget agencies — it does not seem to me that we need another 
commission. Those are things that the Congress has thought about 
and that could be implemented fairly quickly. I think they should 
be implemented under existing law. 

For loiter run improvements in budgetit^ — and I would point 
particularly to what seems to me to be the unnecessary complexity 
of budget documents and of the budget presentation in general — I 
think it might be useful to have a commission. The commission 
could explore possibilities for presenting the budget in a simpler 
and more useful way. That would take a lot of effort. But I do not 
see a commission as an immediate necessity for implementing any 
of the reforms that we have been talking about this morning. 

Mr. MiNETA. Our very fine colleague from California, Mr. Pan- 
etta, has introduced H.R. 2000, which is the 2-year budgeting bill. 
Have you had a chance to take a look at that? 

Dr. RivLiN. I have not looked at it in detail. It seems to me to be 
a reasonable approach that deserves to be thought about. 

Mr. MtNETA. Dr. Rivlin, let me again thank you for today's 
testimony, as well as your help in the past and your continued 
help. It has been invaluable to all of us and we are very, veiy 
appreciative of the work that CBO does for the Budget Comroitteee. 
I would like to thank you again for your appearance here today. 

Dr. RtvuN. Thank you, Mr. Chairman, and let us know if we can 
help you further as you proceed. 

Mr. MiNETA. The committee will stand adjourned, to reconvene 
s^ain at 3 p.m. At that time the Comptroller General, Mr. Staats, 
will be here. Tomorrow we will have Congressmen Foley, Regula, 
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and Whitten. That hearing will begin at 10:30, with no afliemoon 
session, so at this time the committee stands recessed until 3 p.m. 

Afternoon Session 

Mr. MiNETA. The task force will please come to order. 

This afternoon we are pleased to have as a witness before us the 
Hon. Elmer B. Staats, (>>mptroller General of the United States. 

We all recc^nize the important role that GAO plays in the 
operations of the congressional budget process, particularly their 
responsibilities regarding the impoundment control provisions of 
the Budget Act. 

On numerous occeisions in the past, GAO has been most coopera- 
tive and informative in participating in various discussions on the 
budget process. 

Today we are pleeised to have you with us and we know that we 
have had cooperation in your office in the past £md we look for- 
ward to that continued cooperation. Please proceed in your own 
fashion, Mr. Staats. 

STATEMENT OF HON. ELMER B. STAATS. COMPTROLLER GEN- 
ERAL OF THE UNITED STATES, ACCOMPANIED BY HARRY S. 
HAVENS AND MILTON J. SOCOLAR, DIVISIONS AND OFFICES 
(GAO) 

Mr. Staats. Thank you, Mr. Chairman. I have a brief statement 
which I would, with your permission, like to read. We also have a 
much longer statement which weis prepared to cover in some detail 
all of the points which you indicated that you would like to have 
our comments on. That turns out to be quite a long report, some 77 
pages. But what I will have to present here today is a summary of 
that statement. 

Mr. MiNETA. Without objection, the encyclopedia will be made a 
part of the record. 

Mr. Staats. I have always viewed improvement of the govern- 
mental policy and management functions to be a continuous proc- 
ess of reform and change. We learn new and better ways of doing 
our jobs every day and need to share our ideas so all of us may 
benefit. 

Hearings such as this one are important to this exchange of 
ideas and experiences. I have been greatly encouraged by the scope 
and depth of the Congress' current concern for administrative re- 
forms. My colleagues and I have had the opportunity to testify on a 
very wide range of these in the past few months. 

Your committee is concerned with one of these very important 
reforms, one that affects every citizen, the processes by which the 
Federal Government sets national budget priorities. 

Directly interrelated is the reform of tne process by which the 
Congress oversees and evaluates programs as one basis for chang- 
ing priorities which is being actively considered by the House Rules 
Committee. In other forums, the Congress is also addressing grant 
reform, re^latory reform, and matters of fraud, abuse and man- 
agement problems which also require administrative reforms. 

We have prepared a very comprehensive statement which I 
would like to offer for the record. I will summarize our views and 
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then my colleagues and I would be pleeised to answer any questions 
the committee may have. 

I want to take a few minutes to discuss the evolution of the 
process by which we set national budget priorities so that the 
present suggestions for further reform can be discussed in a broad- 
er and longer term context. 

It was not until eifter World War II that the Bureau of the 
Budget gave much attention to lookii^ at the budget as a whole 
and to the relating of revenues and expenditures in the budget. It 
wEis also during this period that the Bureau and the President 
began to consider establishing overall priorities through the budget 
process. 

Although the Employment Act of 1946 gave impetus to establish- 
ing overall priorities, it weis not until the early 1950's that a more 
formal and systematic plan was developed within the executive 
branch to establish overall obligational and expenditure targets in 
the early stages of the budget formulation process and to e^ocate 
portions of these targets to the major agencies as a way of estab- 
lishing priorities within such a target figure. 

One very important consideration has always been the extent to 
which Em increasing portion of the budget beci3mes relatively fixed 
in any one budget year. These came to be known as "fixed costs 
or, as others preferred to call them, "relatively uncontrollable" 
items. 

Obviously, the extent to which program costs are fixed or uncon- 
trollable depends upon what time period one is discussing. Certain- 
ly with respect to any one year, a large part of the budget is 
difficult to change. 

This fact emphasized the need to develop forward projections of 
the cost of existing programs as well as new programs being consid- 
ered for submission to the Congress as proposed legislation. This 
fact also emphasized the need for management improvement 
through audit, productivity indicators, and evaluation to make 
those expenditures as effective as possible. 

I cannot, of course, speak from firsthand observation with re- 
spect to the budget planning process since I became Comptroller 
General in March 1966. However, my impression is that roughly 
the same procedure is followed today, but with more extensive use 
of evaluation and analysis by the agencies in arriving at priorities 
within overall targets. 

Also, I understand the addition of zero-base budgeting has made 
the ranking by priority more comprehensive and formal and has 
also added substantially to the mechanical aspects of budget formu- 
lation. 

In July 1974, the Congress established its own budget process, 
including budget committees in each House, a set of procedures, 
and a timetable for each year's budget activities. 

In design, the process is uniquely congressional. In effect, it is 
quite similar to and borrowed from the priority setting process 
used in the executive with targets and allocations. 

Today, the Congress is in its fourth year of full operation under 
the Budget Act process and has been successful in adhering to the 
discipline of the process. There has been a strong commitment by 
the congressional leadership, the Budget Committees, and tlw 
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other committees and members to making the process work and for 
the most part it has. 

The major confrontations and strains on the process have been 
over very tough national policy issues that would heavily strain 
any process: Defense versus, social prc^tmi spending, Federal fi- 
nancing of abortion, and congressional salaries. 

To the extent the process does focus the Congress' attention on 
the major policy issues and their budgetary impacts, the process is 
working. 

From what I have seen in the budget debates and actions and the 
press coverage of them, there is much more attention to the budg- 
etary implications of policy decisions throughout the l^islative 
process and a great deal more understanding of and interest in the 
budget process by all Members of the Congress, the news media, 
and the public. 

As I reflect on the cumulative effect of these various reforms in 
the Federal executive and l^islative process for setting national 
budget priorities and assess our posture at the end of the 1970*8, I 
have the impression that we have established a fairly solid and 
bsdanced institutional base. 

However, there are metny individual supports that need to be 
shored up to prevent erosion and to assure that we have estab- 
lished a base from which we can launch further reforms. 

In my detailed statement, we explore these further reforms in 
some depth. Now 1 will simply outline the main points for you. 

There has never been a clear boundai? line delineating the size 
and shape of the Federal Government. We addressed this matter in 
1967 in the President's Commission on Budget Concepts and we 
recommended several general principles and a set of rules for 
applying the principles. The m^or recommendation for budget cov- 
erage was that: "Ine budget should as a general rule be compre- 
hensive of the full remge of Federal activities. Borderline agencies 
and transactions should be included in the budget unless there are 
exceptionally persuasive reasons for exclusion." 

This was followed by specific recommendations on the various 
types of funds and activities and how they should be handled in the 
new imified budget. 

With some notable exceptions, these rules are used today in 
formulating and presenting the President's budget and the Con- 
gress follows these same practices in its actions on the budget. 

But in the past decade, the nature emd extent of Federal activi- 
ties and involvement in the economy and in State and local govern- 
ment operations has expanded so significantly that the borderline 
of the Federal Government is ffu* more difficult to define for budg- 
etary or any other purpose. 

In addition, there has been very significant growth in the types 
of activities that are not fully reflected in the budget under the 
rules we adopted 12 years ago. I will mention the major items. 

1. OFT^BUOGET ENTmBS 

Since 1971, several Government entities have been excluded from 
the budget by statute. The net outlays of these off-budget entities 
were about $10 billion in fiscal year 1978. Your committee has 
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recommended returning six of these to on-budget status, and study- 
ing the budget status of the Federal Financing Bank. 

Since that recommendation, one entity, the housing for the elder- 
ly or handicapped fund, has been returned to the budget. Senator 
Roth has introduced a bill, S. 1333, the Honest Budgetary Act of 
1979, which would return the remaining six entities, including the 
Federal Financing Bank, to on-buc^et status beginning with the 
fiscal year 1983 budget. We hope for early congressional action on 
such legislation. 

2. CREDPF PROGRAAfS 

Loan guarantees have not been included in the budget and have 
not been subject to the same degree of review and control as other 
programs. They are explicitly excluded by the definition of budget 
authority in the Congressional Budget Act. 

In earlier congressional reports and letters to the Office of Man- 
agement and Bu^et, we have recommended strengthening the 
controls over credit programs. The administration has announced 
that it is using new procedures involving ceilings for controlling 
credit programs in its formulation of the fiscal year 1981 budget 
and they are recommending that the Congress also adopt simuar 
credit ceilings in its budget process. 

Under this approach the Congress would set overall ceilings on 
the authority to guarantee loans and would set specific limitations 
on these authorities for individual programs. 

Changes along these lines are needed to more fully int^rate the 
Government's credit activities into the unified budget and the deci- 
sions on national budget priorities. 

We want to point out, however, that there are difHculties in- 
volved in measuring the subsidy element of credit programs which 
have to be worked out in implementing these new procedures. In 
our longer statement we spell these out in some detail. 

3. OFFSETTING RECEIPTS AGAINST OUTLAYS 

When we addressed the practice of offsetting receipts against 
outlays in the President's Commission on Budget Concepts in 1967, 
we concluded that certain categories of receipts should be offset. 
This was a close decision at the time the Commission made its 
report. 

Since then the budget process and the nature of some of the 
programs has changed. Therefore, I believe that conclusion should 
be reexamined. We now believe that the gross receipts find gross 
outlays of these activities are the appropriate amounts to be report- 
ed in the budget summary tables. Such full disclosure of the level 
of Government operations would aid in congressional control. 

4. TAX EXPENOrrURES 

Tax expenditures ordinarily result from permanent l^islation 
and, therefore, unlike much of the budget, are not subject to formal 
and regulfu" systematic review. 

Recently, they have received more attention and the reporting 
hfis improved, but there still needs to be more complete integration 
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of decisionmaking on these tax provisions into the national budget 
priority setting processes. 

5. PENSION FUNDS 

Many people are studying the nature of the pension funds, their 
Eictuarial soundness, and their economic implications. I should add 
GAO is among these. I hope this will result in improvements in 
how we deal with this sizable Emd growii^ item in the budget and 
economy. 

6. REGULATION 

Regulatory activities account for a very email portion of the 
Federal budget, but they have a h^hly important effect on the U.S. 
economy. 

So far we do not have an effective way to systematiceilly consider 
regulatory activities in the setting of national budget priorities, 
especially the tradeoff between the alternative of spendit^ money 
or r^ulatii^ to accomplish a Government objective. 

A number of alternatives have been proposed, including a regula- 
tory budget. We believe the focus should be on regulatory analyses 
designed to elicit the least costly means of achieving the regulatory 
goals, whatever reporting method is chosen. 

There are a wide range of alternative means of meeting national 
needs, including direct expenditure, credit, tax, contributory trusts 
and regulation. In many cases, combinations will prove to be most 
effective, especiedly if we can find ways to make them mutually 
reinforcing and not duplicative or counterproductive. 

Because the Federal budget is the framework in which national 
budget priorities to meet Oiese needs are analyzed, debated, and 
set, in our opinion it must encompass all of the Government's 
activities. 

The issue of controllability involves the tradeoff between the real 
need for longer term, stable commitment by the Federal Govern- 
ment to people who voluntarily or involuntarily peu-ticipate in 
Federal programs and activities versus the real need for the Con- 
gress to control the budget in both the short term and the long 
term. 

There is no meigic formula for making this tradeoff. It requires 
constant long-range planning; monitoring of social and economic 
trends; oversight, monitoring, and evaluation of Federsil programs 
and activities; and other good administrative controls to support 
the analysis and decisionmaking on budget priorities for both the 
short and long terms. 

Furthermore, the tradeoffs have to be made on a program-by- 
program basis dealing with specific groups of people, specific sec- 
tors of the economy, and specific problems. These individual pro- 
gram decisions can be made in the context of a budget policy of 
en(»uraging multiple year but not permanent commitments. Gen- 
eral revenue sharing is a good illustration of this approach. 

And, of course, the policies and procedures in the proposed over- 
sight reform legislation would encourage both longer range think- 
ing and actions as well as discourage permanent commitments. 

Presently both the executive and the Congress use a concept of 
controllability that requires all spending to be cat^^rized as eit^r 
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controllable or uncontrollable. Both tend to use a relatively narrow 
view of controllability. It applies only to outlays, it refers only to 
the possibility of making changes in the budget year, and it as- 
sumes no change in current law. 

While the present concept is useful for distinguishing between 
spending levels that can be changed through appropriation action 
alone from those that require changes in authorizing legislation, it 
seems to be too narrow a concept of controllability. 

We believe the Congress should take a broader and longer t«rm 
approach since there are varying degrees of control, depending 
upon the nature of the basic commitment of the Government 

A variety of factors contribute to the uncontrollability of expend- 
itures, and to the ability of the Congress to control outlays throu^ 
the budgetary process. Aspects of controllability which are ad- 
dressed in the detfiiled statement are: (1) Entitlements; (2) indexing 
of the Federal expenditures; (3) contract and borrowing authority; 
(4) permanent approporiations; (5) full funding; (6) longer term 
commitments for aid to State and local governments and for re- 
search and development; (7) prior year balances of budget authori- 
ty; (8) measuring budget levels and longer r£mge projections; and (9) 
control of outlays versus control of obligations. 

In our detailed statement we also address the following other 
current reform activities which your committee may wish to con- 
sider: Strengthening congressional oversight, streiunlining zero- 
base budgeting and using a mission approach to bucketing, 
strengthening the executive monitoring of budget and program 
execution, achieving legislative savings, improving the intergovern- 
mental relationships; and improving the special analyses of cross- 
cutting national concerns. 

You specifically asked us to address our responsibilities under 
titles VIII and X of the act. These concern particular problems that 
were especially critical Euid sensitive at the time the congressionsLl 
budget process was being designed. They are information on Feder- 
al programs and executive impoundment actions. These subjects 
are covered in some detail in my complete statement. 

I will just comment here that in both cases GAO was given a 
positive role on behalf of the Congress and in both cases we have 
been working very closely with the congressional committees, the 
Congressional Budget OfHce, the Office of Management and 
Budget, and the executive agencies to establish reasonable and 
effective means for dealing with program information needs and 
impoundment actions. 

We have made some progress under title VIII, particularly in, (1) 
developing an initial inventory of authorized programs tind activi- 
ties with linkages to budgetary information and (2) in appraising 
major aspects of the executive budget processes and systems. 

Under title X, we evaluate impoundments reported by the execu- 
tive branch for the Congress, In addition, we report to Uie Congress 
other impoundments which we identify through audit efforts and 
other information provided to us. We are also granted authority to 
sue in certain circumstances to enforce the act. 

Through our involvement in the impoundment process, we have 
identified aspects of the Impoundment Control Act which have 
given us some concern and for which we have proposed chaises. 
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We continue to believe that the basic framework of the act is sound 
but adoption of the recommendations which we have suggested 
would streamline and cleu'ify the statute's administration. Our pro- 
posals are discussed in my complete statement. 

We continue to believe that our responsibilities under titles VIII 
and X are important. Th^ will continue to receive our strong 
support and involvement. We also believe there is sufficient flexi- 
bility in title VIII of the act to accommodate adaptation to evolvii^ 
circumstances. Therefore, we do not believe any statutory change 
of this title is needed. Resolution of some of the difficulties under 
title X, however, will require zimendment to the law. 

This concludes my summary. We would be pleased to answer any 
questions you may have. 

^|estimony resumes on p. 138.] 

iThe prepared statement of Mr. Staats follows:] 
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Statuwnt oC 

Elmsr B. Staata 

COinptrellac OaiMral of tha United Stataa 

bafora tha 

Budgat Procaaa Taak Forca 

Cocnnlttaa on tha Budgat 
Housa of Rapraaantativaa 

The Federal Budget Procasa 
I have alvays viewed Improvement of the govammental 
policy and management fuactlona to be a contlnuoua procaaa 
of reform and change; we learn new and better waya of doing 
our Jobs everyday and need to share our ideas ao all of ua 
may benefit. Clearings such as this one are important to 
thia exchange of idaaa and axpariancaa. I have bean greatly 
aacouragad by the scope and depth of the Congreaa ' current 
concern for administrative reforma. My colleagues and I 
have had the opportunity to testify on a very wide range of 
these in the past few nioaths. 

Your Committee ia concerned with one of these vary 
Important reforms — one that affecta every citizen— -the 
processes by which the Federal Govemraant seta national 
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budgst priori tlss. Dlrsctly lntarr«lated is the rmtoem of 

the procass by whidi ths Federal QoverniiMnt evaliute* proQraaw 

«s one beels {or chengln? priorities, which is being ectlvely 

considered by the House Rules CooBlttee. In other Eomns, 

the Congress is also eddresslng grant refom; regulatory 

reform; and matters of fraud, abuse and managenent problems 

which also require administrative reforms. 

t will briefly review sorm of the key actions that 

have shaped the present Federal process for setting national 

budget priorities and discuss the nature of further in^rove- 

msnts that aire being or could be considered. 

DEVZLOPMEHT OF THE HATIOHAL BOPGET 
PBlOfilTIES 5ETTIHG PROCESS 

T want to take a few minutes to discuss the evolution 

of tha process by which we sat national budget priorities, 

so that the present suggestions for further reform can be 

discussed in a broader and longer-term context. 

Evolution of the S^cecutlve 
Budget Process' 

It was not until after HOrld Her 11 that the Bureau of 
the Budget gave much attention to looking at the budget as a 
whole and to tha relating of revenues and expenditure in the 
Budget. It was also during this period that the Bureau and 
the President began to consider establishing overall priorities 
through the budget process. Although the Bnployment Act of 
1946 gave la^etus to establishing overall priorities. It was 
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not until tha sari/ 19S0s that a mora eomal and Bratamatic 
plan wa« davslopad within tha axacutiva branch to astobliah 
ovarall obligational and axpandituw targata in tha aarly 
stag** of tha budgat formulatloa pzocaaa and to allocata 
portiona of thaaa targata to tha major aganciaa as a way of 
astablishlng prloritias within such a targat figura. 

Ona vary important oonaidaratlon haa always baan tha 
axtant to which an incraasiog portion of tha budgat had ba- 
ccna ralativaly Cixad la any ona budgat yaar. Thaaa cans 
to ba known as "fixad" coats or, as othars prafarrad to call 
tham, "ralativaly uncontrol labia" itama. Obviously, tha 
axtant to which program costs ara fixad or uncontrol labia 
"dapends upon what time pariod ona is discussing. Cartalaiy, 
with raapsct to any one year a large part of tha budgat is 
difficult to changa. This fact emphasized tha naad to davalop 
forwsrd projections of the cost of existing programs as wall 
as n«w programs baing considarad for sutmissloa to tha Coagrass 
as proposed legislation. This fact also amphasisad tiia naad 
for maaagmiant ia^rovamaat through audit, productivity 
indicators, and avaluatlon to make those axpandituras as 
effective as possibls. 

Another relevant point is that the initial agency target 
figuras astahlishad by tha President have baan regarded as 
tentative. They ware extremely useful in raising program and 
policy Issues. These issues were then discussed by ths 
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Pr««idant with his k«y advlB«rs~tha Cstalnst, tha Council of 
Ecenonic Advla«rs, and tha lUttoaaX Security Council, aftar 
it vas aatabllshad in ttw lata 1940a. Onca tha ovarall targat 
figvtra waa aatabllahad , tb« Prasidant raqaeatad tiia Bndgat 
Diractor to pcapara an aaalysia and a tantativa i ■rimiaiuli 
tion with raapact to apaeifie targata for aaeh o£ tha major 
aganciaa. Tbaaa targata vara than diacuaaad with tha agancy 
haads, raaulting in a pralininaxy targat or calling on both 
obllgational authority and aj^andituras for tha upconing 
budgat. 

It was undaratood, of couraa, that whila tha target 
flgura waa aarioua and maaninfful. It waa subjact to changa 
in tha light of changing circnniatancaa batwaan tha aatablishBant 
of tha targat flgura and tha fiozBal aubBiaaion of tha 
Preaidant'a budgat. Tha targat flguras also sarvad anothar 
highly important purpoaa. Aganciaa wara told that thay 
could sutanit a budgat raquaat in axcaaa of tha targat flgura 
but thay wara also to subnit a liat of prioritias within tha 
targat flgura. In othar words, subniasions abova tha targat 
flgura, idiila posaibly daslrabla and of high priority, wara 
BBvarthalaaa auppoaad to ba of lowar priority than thoaa 
within tha targat flgura itaalf. Thia waa anothar way of 
providing a disclpllna In asCabliahing program prioritlaa. 

X cannot, of couraa, apaak froai firsthand obaarvation 
with raapact to tha budgat planning procaas sinca I bacama 
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Coinptrollar GaiMral in March of 1.966. How*v«r, ay livrsssion 

is thst roughly thtt sum procadura 1« £ollow*d today, but with 

oors axtanslva use of avaluatioa and aoalysii by tha agaacias 

in arriving at prieritiaa %'ithin ovarall targata, Alao, i 

ua^rstand the addition of zcro-basa budgating has mada tha 

ranking by priority more comprahanaiva and formal and baa 

also added substantially to the mechanical aspects of budget 

formulation. 

£stabllahmantt of the Congrassicnal 
Budget Process 

In the early 1970s, the Congress was stirred to action 
by (1) a aeries of major Presidential in^oundments of funds 
for programs the Congress vented carried out, (2) the realiza- 
tion that a large portion of the budget was no longer subject 
to appropriation action and control, and (3) tha powerful act 
of frequently raising the debt calling without being able to 
relate tha incraaeas to any particular congressional ravaaua 
or expanditura decisions. 

In the fall of 1972 Congress established- a Joint Study 
Committee on Budget Controls to study and make recoostiendations 
on the need to address the budget totals, tha need to allocate 
tha totals among committees and programs, and the organiza- 
tional and procedural arrangements to make it work. Tha 
solutions had to be tailored to the congress — to a deliberative 
body which operates principally through comBittaes and where 



n Google 



d*clslons ar* affactivaly nada through votes In contr «at to . . 
decisions which an mad* by th* Prssidcot usually od tha 
advio* of a fMT k«y adviaars. 

Tha 93rd Coagraas addrasaad this mattar aquaraly, first 
by tha Joint Study Conmittaa and than by aach Bousa. Thay 
eonaidarad a %tida ranga o f altamativa approachas and in 
July 1974, anactsd tha Coagrassional Budgat and lapaundmaat 
Control Act of 1974 (Public Law 93-344) . Tha Coogcass 
astablishad budgat coonlttaas In aach Bousa,; a sat of . _ 

piraeadoras and a tlaiatabla for aach yaaz's budgat activities. 
In design, the process is uniquely congressional,- in effect, 
it is quite slJiilar to and borrowed trom the priority setting 
process used in the executive with targets and allocations. 

How, in each session, all of the comBittees review tha 
President's budget proposals for the next fiscal ysar and 
report their views to tha House or Senate budgat covoaittaa. 
The budgat conmlttaas, considering the overall economic 
sltuacion and the views of the connlttses and tha President, 
raccnoaend to tha Bouse and the Senate overall revenue, 
spending and debt targets, and targets for each of the budget 
functions. These raccmnendad levels are in the form of a 
Joint resolution which is acted on by each Rouse then brought 
into agra«Bent batwean tha House and the Senate through the 
nenul legislative conference process. As Congress acta on 
spending bills for individual departtnents and agancias. 
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■core i> kapt agalnat th* targets. Any bill thst «oald 
take Congraca ovar ona of its targata is subject to special 
parUanentacy procedures; thus, Congraas can 70 over a tacget 
but it can only do so knowingly. In Saptambar, the Congress 
reviews the spending actions it has taken and aats firm 
ceilings on the budget totals and each of the budget funetiona 
in another concurrent resolution; which together with the 
Individual departments and agencies spending acts ccs^rlae 
the Federal budget for the next fiscal year. 

In the Congressional Budget Act of 1974, the Cengreaa 
also strengthened its analytic- supp<wt services. It created 
the Congressional Budget Office to assist in aasassing the 
general econonlc conditions, to propose alternative couraes 
of action, and to keep score on congressional action against 
ita targets . The Congress also assigned additional respon- 
sibilities to the Ccmptroller General to identify ways of 
in^roving the reporting and uae of budget, fiscal and program 
information in govemtoantal decisionmaking and of in^roving 
the supporting information systems and analysis services, and 
to continue to strengthen and emphasize ita leadership role in 
the evaluation of Federal programs. 

Today, the Congress is in its fourth year of full 
operation under the Budget Act process and has been success- 
ful in adhering to its discipline. There has been a strong 
commitment by the Congressional leadership, the budget 
connnittees . and the other committaes and members to "making 
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_th« procasa wort" and for th« most p«rt it has. Th« major 
con front at lona and strains on fch« process have been over 
vecy tough national policy issues that trauld heavily strain 
any process: defense vs. social program spending, Federal 
financing of abortion, and congressional salaries. To the 
extant the process does focus the Congress' attention on 
the major policy issues and their budgetary in^acts, the 
process is working. From what I've seen In the budget debates 
and actions and the press coverage of these, there is much 
more attention to the budgetary implications of policy deci- 
sions throughout the legislative process and a great deal more 
understanding of and interest la the budget process by all 
mendjers of the Congress, the news media, and the public. 

As I reflect on the comulAtive affect of these various 
reforms in the Federal executive and legislative processes 
for setting na±ional budget priorities and Assess our posture 
at the end of the 1970s, I have the impression that we have 
established a fairly solid and balanced institutional base. 
However, there are many individual supports that need to be 
shored up to prevent erosion and to assure that we have estab- 
lished a base from which we can launch further reforms. I now 
turn to some of these areas that I believe need shoring up. 

In sunmary we are making three points. 

1. Coverage of the budget is not con^lete. There 
are some types of Federal programs and activities that 
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are not Includsd or cls&rly di>clo>«d In th« budgat 
figures snd era not subject to the full discipline of the 
budget process. These ioclude off budget entitles, certain 
credit programs, offsetting receipts and tax expenditures. 
The full econoraic in^lications of pension funds end regula- 
tion are not completely understood nor dealt with in the budget 
process. 

2. The degree of controllability varies among programs. 
Although it is useful to identify those programs whose out- 
lays cannot be changed in the budget year without a change 
in authorizing legislation [the programs generally referred 
to as "uncontrollable"); we believe the Congress should take 
a broader and longer-terra perspective in which case there 
are varying degrees of control involving (1) Interest pay- 
ments, (2) entitlements , [3) special funding arrangements, 
and (4) a wide range of financing methods through the appro- 
priations process. In addition, indexing of payments under 
many programs has added another element to uncontrolleblllty. 
The comma feature of all these facets of "controllability" 
is the real need for longer tent, stable commitment by the 
Federal Government to people who voluntarily or involuntarily 
participate in Federal programs and activities versus the 
real need for the Congress to "control" the budget in both 
the short-term and the long-term. There is no magic formula 
for making this trade off. Furtfaarraore, the trade-offs have 
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to b« mad* on « progran-b^-progrun basis where rou ara 
dealing with specific groups a£ people, specific sectors of 
the ecoaomf, and specific problems. These individual program 
decisions should be made in the context of a budget policy of 
encouraging niultlpla year <but not permanent) conmltinents ; 
general revenue sharing Is a good Illustration of this approach. 
3. Congraasional as well as executive control over budget 
levels and priorities can be atranqthened significantly by 
strengthening other aspects of the Qovemmant's administrative 
processes, including (1) strengthening congressional oversight, 
(2) streamlining zero-base budgeting, (3) strengthening the 
executive monitoring of budget and program execution, (4) achiev- 
ing legislative savings, (S) improving the intergovernmental 
relatlocships, and (6) improving the special analyses of cross- 
cutting national concerns. 

COVERAGE OF THE FEDERAL BUDGET 

There has never been a clear boundary line delineating 

the size and shape of the Federal Government. We addressed 

this matter In 1967 la the President's Commission on Budget 

Concepts end we reconnended several general principlas and 

a set of rules for applying the principles. The major i 

mandetlon for budget coverage was that: 

"The Budget should as a general rule , be 
comprehensive of the full range of Federal 
activities. Borderline agencies and transactions 
should be Included in the budget unless there 
are exceptionally persuasive reasons for 
exclusion * • •" 
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This was followed by specific raconBwndatioDS en th« various 
types o£ funds and activities and how they should b« handled 
in the new "unified budget. " 

With soine notable exceptions these rules are used today 
in formulating and presenting the President's budget and the 
Congress follows these same practices in its actions on the 
budget . 

But in the past decade, the nature and extent of Federal 
activities and involvement in the economy and in State and 
locel gavemntent operations has expanded so significantly 
that the "borderline" of the Federal Government is far more 
difficult to define for budgetary or any other purpose. In 
addition, there has been very significant growth in the types 
of activities that are not fully reflected in the budget 
under the rules we adopted 12 years ago. I will mention the 
major items. 
Off-budoa t entJ,t:^e? 

Since 1971, several Government entitles have been 
excluded from the budget by statute. The net outlays of 
these off-budget entities were $10.3 billion in fiscal year 
1978, There are presently six: 

— Rural Electrification and Telephone Revolving Fund 

— Rural Telephone Bank 

— Pension Benefit Guarantee Corporation 

—Federal Financing Bank 
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— Postttl Service Fund 

— Unitad States Railway Association 

Exclusion of these five financing activities and the 
Postal Service from the budget not only understates the budget 
totals, but removes their activities from the Cull discipline 
of the budget process. Including the new congressional budget 
process. In addition, the budget priorities setting debates 
are distorted because some functions have part of their 
activities financed outside of the debate. He are partic- 
ularly concerned about the Federal Financing Bank because 
its o£C-budget status, combined with its ability to in effect 
convert Federal loan guarantees into direct loans, have 
resulted in a cumulative understatement of outlays In the 
range of $30 billion by the end of fiscal year 197S. In our 
May 9, 1977, letter to the House Budget Committee (PAD-77-55) 
and in "Government Transactions With the Federal Financing 
Bank Should be Included in the Budget" (PAD-77-70, Aug. 3, 
1977] , we have reconunended that these entities be returned to 
budget status. 

Hlth regard to the Federal Financing Sank, we pointed 
out the following: 



"In addition to our general concern with the 
ofif-budget status of Federal programs, we are also 
concerned about the special budgetary problems 
posed by the off-budget Federal Financing Bank. 
Me believe that good budgetary control la weakened 
by Federal Financing Bank purchase of guaranteed 
loans of on- and off-budget agencies. The pur- 
chase oC guaranteed loans by the Federal Financing 
Bank changes the nature of these Federal credit 



n Google 



pro^rans to dlract Gov«minaat loans from loan 
guarantees. During fiscal year 1976, th* F«d«r«l 
Financing Bank provldad $6.1 billion for loans 
guaranteed by on- and off-budget agencies. Esti- 
mates for this activity In fiscal ya&r 1977 and 
fiscal year 1978 are S8.7 billion and S6.0 biHloo, 
resp«ctively. 

"H« have savaral concerns with this arrange- 
nent. Tizat, it is a i^uaatlonable practice to 
substitute direct loana for another form of 
credit assistance whose function it la to fill 
soma other purpose. A second and more obvious 
concern has to do with loss of controllability 
over a relatively large amount of direct loan 
activity. That is, because of the Federal 
Financing Qank's purchase of guaranteed loans, 
a large volume o£ direct loans which would 
normally be reported at face value in the budget 
are being transferred to off -budget status. 
Thus, they are excluded from the resource allo- 
cation and control processes established by the 
Congressional Budget Act of 1974." 

Senator Roth haa introduced a bill (S. 1333) , the "Boneat 
Budgetary Act of 1979" which would return the six entitles 
to on-budget status beginning with the fiscal year 1933 budget. 
Credit proorama 

The Government guarantee and Insurance of loans made to 
individuals, buslneaaaa. State and local governments, and 
foreign governments has increased significantly as a method 
of Federal assistance or participation. The net guaranteed 
and insured loans outstanding were S193 billion on 
September 30, 1978, and are expected to be about S239 bil- 
lion on September 30, 1980. These loans constitute contingent 
liabilities and result in budget outlays in the case of 
default. However, loan guarantees have not been included in 



n Google 



tha budgsc and Iwva net b««n aubj«ct to thm avem d«gr*« of 
rcvlaw snd control ax other pro^rana. Ttwy ara axplldtly 
axcluded by th* daflnltlon of budgat authority in ttia Congras- 
aioaal Budget Act. In aarliar coDgrasalonal raporta and 
letters to the Offica of Hanageneiit and Budget, va hav^ recom- 
oaadad atrengtheoing the controls bacauac (1) the Goveminatit 
guarantees raault in the allocation of aconomic resources toward 
these GoTerament-supported actlvltlas at mere favorable fcarras 
than they would gat otherwise. (2) the extant of loan guarantee 
activity is now significant, and (3) there is a growing prac- 
tice of using the off-budget Federal Financing Bask to buy 
newly issued guaranteed loans and thereby convert them into 
direct Federal loans outside the budget. The administration 
has announced that it is using new procedures involving ceil- 
ings Cor controlling credit progrants in its formulation of the 
fiscal year 19S1 budget and they are reconnnendlng that the 
Congress also adopt aimilar credit ceilinga in its budget 
process. Under this approach Congress would set overall ceil- 
ings on the authority to guarantee loans and would sat specific 
limitations on these authorities for individual programs . 
Changes along these lines are needed to mora fully intergrate 
the GoTemment's credit activities Into the "unified budget" 
and the decisions on national budget priorities. 

MeasTirlno the subsidy elamant of 

SEldU_£ESa£llUl 

He want to point out, however, that there are difficulties 
involved In laaaaanng the aubsldy eleoMUt of credit programs. 
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For •xanqila, th* Faderal GovanuMiit subsldiMs lnt«r«st coata 
dlreci:ly and Indirectly. In soma progruia, tbm subsidy is 
very sl^iflcant~oa the order at 6 p«rc«nt. W« ar« not sture 
of the Cull extent of these subsidies, but we do believe the 
economic and budgetary implications are significant and we suggest 
that aonia way be developed to more Sully disclose these subsidies 
in the budget reporting and decisionmakiag process . _ At the 
present tine, the subsidy element in federally guaranteed, as 
well as direct loan programs, is not included as an ei^endi- 
ture in the budget. Rather, losses and administrative sj^ensea 
are included as expenditures as they occur. For purposes of 
planning and control, it would be more desirable, as the 
Cononlsslon on Budget Concepts recognized, to have the costs 
o£ these programs recognized in the budget at the time the 
authority is provided, rather than at some later time vbcit 
the Congress no longer has any choice about funding them. 

Measurement of the subsidy element in Federal credit 
programs presents some conceptual problems. There are, for 
exan^le, difficulties in estimating the value of the subsidy 
to the borrower and the cost of the subsidy to the Govermaent. 
Theoretically, the value of the subsidy to the borrower would 
be useful for macro-economic analysis. But the cost of the 
subsidy seems more appropriate from a. resource allocation 
point of view. 

There are additional difficulties. Estimation of the 
cost of the subsidy to the government involves estimation of 
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th« capltalizad value of e:q»«cted los»«« from d«f«ultecl loana. 
Succ«8s£ul accOB^lishnwat of thia procedure wtll depend upon 
our ability to overcoine some severe problems. For axan^le, 
FHA expected losses would be fairly aaay to measure based 
upon the historical default exparieace of the program and/or 
data on the market clearing ntortgage rate in coaveational 
loan markets. Similar treatment of programs such as the 
Lockheed emergency loan or the proposed energy program is 
considerably more difficult. For these programs , there is 
little information on default experience and, in some cases, 
there is no reasonable Intaraat rate at which activities of 
this sort could obtain financing. 

The only existing estimate of the interest rate subsidies 
implicit in Federal credit programs is contained In Special 
Analysis E of the Federal Budget. We have soma rassrvations 
about the assun^itlons regarding Interest rates and the dis- 
counting factor employed in that analysis. 

We recently published an exposure draft of a mathodology 
for estimating costs and subsidies from Federal credit assist- 
ance programs (PAD-79.5, July 17, 1979), which we believe you 
wovild find useful. 

Other approaches 

In Its consideration of the proposed credit program 
controls, the Congress may wish to look into other possible 
alternatives, such as: 

--Counting the authority to guarantee loans as budget 
authority and treat it as being the same as authority 
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to roak« s grant or ftuthority to purehac* goods and 
aarvices. Apart from the fact that this would r*qulra 
aiMndlng tha Congraaslonal Budget Act, it Involvas a 
sarlons concaptual problem. Tha coats asaodatad with 
guarantas programs ar« not ttia saiaa as thosa of, say, 
a srcaat program. Treating than in idantlcaX fashion 
would sariouflly distort tba budget totals. 
—Appropriating a pareantaga of tha guarantee amount as 
a "rasarva Cor default" which would be counted as 
budget authority. 
--Traating tha subsidy alaraant (not the full amiunt of 
the guarantea) as budget authority. Hhathar or not 
this approach is practicable is not yet clear because 
of the measuramant problems. However, if this problem 
can be overcome, we believe that it would be usaful 
for congressional control of loan gtiarantee programs. 
It could ba used along with the separate limitation 
on the gross amounts of guarantees. 
Reuse o£ borrowing autl^qrltv 

Several of the major Federal lending programs acquire 
their funds by borrowing from the 0.5. Treasury, such as the 
Export-Insert Bank, which borrows money from various sources. 
Including the O.S. Treasury, and make loans to finance escorts. 
Some of these programs operate under statutory authorizations 
that permit officials to use and reuse (for an indefinite 
number of cycles) their borrowing authority in order to finance 
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programs. This multlpla uae, or. "rall-^var, " of borrowing 
authority has reiultad In grosa borrowings by aganclas that 
gr««tly axcaad thalr borrowing authority recorded in the 
budget. Over fiscal years 1932-78, Govemmant-wide recorded 
authorizations for borrowings from the Treasury totaled about 
$195 billion, while total actual borrowings cam* to about 
$400 billion — more than twice the amount of recorded 
authorizations. Thla is a classic case of "backdoor" 
financing. 

Wa believe that agency borrowings and new lending 
activities should be considered by the Congress as well as 
the executive, in the budget process. The administration 
and the Congress need to address this mattar in the current 
review of controls over credit programs. 



Mien we addressed the practice of offsetting receipts 
against outlays la the President's Commission on Budget 
Concepts in 1967, we concluded that certain categories of 
receipts should be offset. They are: 

-—Receipts of Government enterprise's and enterprise 
funds 

— Interest, dividends, and royalties 

--Sales of Government property 

— Rapaymeat of loans and advances 

— F«es of various kinds 

— Refunds and recoveries of earlier outlays 
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It was a close declilon at tha tlota fcha Commiflslan made 
its report. Sine* then th« budyat process and the nature of 
some of the programs has changed, thsrefora, X believe that 
conclusion should be reexamined. GAO has reviewed the budget 
practices for revolvimj funds, including those that finance 
public enterprises, such as Rural Housing Insurance Fund, 
Export -Import Banlc, Commodity Credit Corporation, and the 
Temieaseo Valley Authority. We concluded that the gross 
receipts and gross outlays of these activities should be 
reported in the budget. Such full disclosure o£ the level of 
these Govemment operations would aid in congressional control. 

For the Congress to decide on budget totals and make 
priority allocations among functions under the budget process, 
It must have complete Information on the total Ci.e. gross) 
levels cf Federal activities. Agencies selling goods and 
services outside the Govemment should report their collections 
and receipts as Federal revenue. Current practice, however, 
classifies these collections and receipts as offsets to 
expenditures. We believe there are ways to reflect programs 
on a Qross basis and allow receipts from non-Federal sources 
to become part of the budget authority and outlay ceilings 
set under provisions of the Congressional Budget Act. Such 
a change would have added about $88 billion to both the revenue 
and outlay sides of the budget for fiscal year 1978; the 
deficit figure would not be changed. 
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Tax emendltTirea 

The Psderal Govenunant forgoes collection of taxes 
through a wide range of tax provlsloDa, auch aa excluaiona, 
exemptions and deductions from gross income; special credits; 
preferential tax rates r and dofejrral of tax liability. Tax 
expenditures ordinarily result from permanent legislation and, 
therefore, unlike much of the budget, are not subject to 
formal and regular systematic review. In the past few years, 
they have received more attention and the reporting has 
Improved. But in addition, there still needs to be more 
complete integration of decisionmaking on these tax provi- 
sions into the national budget priority setting processes. 
The extent to which policy and program trade-offs among tax, 
credit and expenditure approaches are being made is quite 
clear in energy as well as environmental policy areas. He 
would like to see this reality reflected in the budget 
documents and decisions. 
pension funds 

Another particularly troublesome aspect of our economy 
today is the role of pension funds— social security, Govemment- 
sn^oyees funds, and private funds. They are significant to 
the majority of our citizens who contribute and are counting 
on adequate retirement Income. They are a major cost to 
Government and Industry that must bo covered by taxes and 
selling prices. They are major sources of capital for financ- 
ing the governmental and industrial borrowing. The actuarial 
soundness e£ some funds has been questioned. Many people 
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are studying tha nature oC these funds and their scononic 
implications . Z hops out of this ve can make iir^rovements 
in the way we deal with this sizable and growing item in 
the budget and economy. 
Regulation 

Federal regulatory activities take many fonns. In 
addition to the traditional concept of regulation oC Indus- 
trlea, such as power, transportation, and coimninicatlons , we 
have "regulation" In the form of safety standards, hiring 
and promotion practices, and disclosure of Inf omatlon . He 
have identified these in a report "Federal Regulatory Programs 
and Activities" CPAD-78-33, Mar. 16. 19781. These regulatory 
activities account for a very small portion of the Federal 
budget, but they have a highly important effect on the 
U.S. economy. So far we do not have an effective way to 
systematically consider regulatory activities in the setting 
of national budget priorities, especially the trade-off in 
the alternative of spending money or regulating to accomplish 
a governmental objective. 

A regulatory budget has been proposed. In concept, a 
regulatory budget would place a ' ceiling on the aggregate costs 
which each regulatory agency could in^ose on society, and 
would encourage these agencies to carefully select the least 
costly forms of regulation. 

In its ideal form, the regulatory budget concept holds 
a certain appeal, however, at the present time It has several 
serious operational problems. Ho undisputed way has yet 
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b«an davalopad to ±d»ntitf, mucb lass iMasur*, all of ttw 
coats of ra^ulation. For axainpla, it nay wall ba In^oaalbla 
to quantify tha affacts of ragtilatlon on tha state of compatl- 
tloQ wlttaln individual Indiutrias. tha con^atitlvanass of 
U.S. firms In world narkats, levals of amploymant, inflation, 
innovation, and productivity. Moraaver, by focusing on 
regulatory costs, tha ragulatory budgat tends to ovacloek 
regulatory banafits. or the costs of not regulating. Benefits, 
while parhaps aasier to identify than costs, have s tendency 
to ba mora difficult to naasura. 

Tha most costly ragulations may ia fact provide the 
greatest benefits, so the proper basis for regulatory dscision- 
msklng should be the nat costs or benefits of regulation. 
Eiopeeully. for any regulatory policy adopted, social benefits 
should exceed social costs. To require the conq>utation of 
regulatory costs or benefits ia a formal regulatory budget, 
however, ia not tha most promising approach since it is doubt- 
ful that any generally agreeable figurea for coata or bviefits 
can be calculated. 

Xn general, wa believe that the idea of the regulatory 
budget is, in part, a response to the fact that new regulatory 
laws includa no restrictions on the level of social costs 
which their regulations may impoae. While we aae problema 
with operational iziag a regulatory budget, one alternative 
might be to have committee raporta that accon^any rag\ilatory 
billa include an indication of the upper bound on regulatory 
coats which Congress feels should be Imposed on society in 
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pursuit of fcha bill's rsgulatory goals. H« also £•*! tha 
currant affort to tmprova regulstlon with ragulatorr analTSis 
dasigned to elicit th« least costly inaans of achiaving 
ragulatory goals is a promising approach. 

Thara ara a wida range of altemativa means of maatlng 
national naads, including direct expenditure, credit, tax, 
contributory trusts, and regulation. In many eases combina- 
tions will prove to be most affective especially if we can 
find ways to nake them mutually reinforcing and not duplicative 
or counter productive. Secause the Federal budget is the 
framework in which national budget priorities to meet tttaea 
needs are analyzed, debated, and sat; in our opinion, it must 
encompass all o£ the Government's activities. 

In the next few yeara, we need to raassass many of our 
rules for inclusion in the unified budget — in its detailed 
schedules and in its totals. There are some estimates 
available and some are included in the President's budget 
documents even though they are not reflected in the primary 
budget schedules and totals. Thus some changes can be started 
now; others, such as tax and regulation, will require consider- 
able conceptual analysis. 

Another aspect of the budgetary process is controllability 
to which I will now turn. 

CONCEPT OF "C01[fT Fi?TJiftB" H.ITY" OF THE ByPGE . '^ 

The issue of "controllability" involves the trade-off 
between the real need for longer term, stable commit- 
ment by the Federal Government to people who voluntarily or 
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involuntarily participate la Fadaral programa and activltlaa 
varsua tha raal naad for the Congreaa to "control" the budget 
in both the short-term and the long-term. There is no magic 
formiila £or making this trad«-of£. It requires constant long- 
range planning; monitoring of socio-economic trends; oversight, 
monitoring and evaluation of Tederal programs and activities; 
and other "good administrative controls" to support the 
analysis and decisionmaking on budget priorities for both the 
short and long terras. Furthermora , the trade-offs have to be 

made on a program- by- program basis dealing with specific __ 

groups of people, specific sectors of the economy, and specific 
problems. These individual program decisions can be made 
in the context of a budget policy of encouraging multiple 
year (but not permanent) commitments. General revenue sharing 
is a good illustration of this approach. And, of course, 
the policies and procedures in the proposed oversight reform 
legislation would encourage both longer-range thinking and 
actions as wall as discourage permanent comnitments. 

Presently, both the Executive and the Congress use a concept 
of "controllability" that re<tulres all spending to be categorized 
as either controllable or uncontrollable. Beth tend to use an 
idea of "uncontrollable" that focus on (1) outlays only, (2) 
the budget year only, and (3) current law only. There are, how- 
ever some differences in the way the Congress and Executive 
classify Individual programs. Hhile the present concept is 
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ua«ful £o7 dlstlngulahlng b«tNo«R apeadln? l«v«ls that can 

b« ctianQad through appropriations actions aloDS from thesa 

that raquire changes in authorizing Isglalatlen, it aaema 

to ba too narrow a concept of controllability. Wa ballave 

Coagraas should taka a broadar and longar-tenn approach, alnca 

thara ara varying dagraaa of control depending i^)on the nature 

of the basic commitment of the Oaveminent. 

Tha 0KB concept of "relatively uncontrollable outlays in 

the budgat year under current law" resulted in tha following 

breakdown of outlays for fiscal year 1978. 

$ Billions Percent 

Open-ended ptogcans and fixed coats: 

Payments to individuals 203.3 

ti&t interest 3S.4 

3ansral cavanue shacing 6.3 

Facoi price support S.S 

Other 10.0 

Subtotal 261.6 S8 



Total uncontrollable 333.9 

Conteollabla 121.9 

MjuataienC -5,0 

lotal outlays $450.3 1 

These OHB figures are the ones that most people i 
discussing controllability. 
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Ona braakdown that w« ballava would prevlda a mora uaaful 
basis for apprslslog ralativa controllability ov«r a lonsec- 
tiraa partod l«i 

1. tntarast on th« public dabt-gross, including Intarast 
to trust funds. 

2. Entitlements fiundad by contributions or special taxas, 
including Fadaral Old Aga and Survivors Insuranca. 

3. Entitlements fundad from ganaral funds. 

4. Programs vlth Special funding. Including 

a. Permanant contract or borrowing sutbority. sucb 
as farm price supports and subsidized housing 

b. Trust funds with use aat by appropriations action, 
such as the highway trust fund 

c. Shared revenue programs 

5. Programs without special funding. 

A variety of factors contribute to the "uncontrollablllty" 
of expenditures, and the ability of the Congress to control 
outlays through the budgetary process. Included are (1) entitle- 
ments, (2) indexing of Federal eiq^enditures , (3) contract and 
borrowing authority, (4) permanent ^prop r let ions , <5] full 
funding, (6) longer-term commitments to State and local govem- 
nenta and Cor research and development, (7) prior year balances 
of budget authority, (S) measuring budget levels and long-range 
projection, and (9) control of outlays vs. control of obligations. 

I will next discuss each of these major "uncontrollable" 
elements of on-budget programs. 
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EntltlwMnt» 

EntltlemenCa , for thft moat pai-t, lnvol'v« support ot 
individuals who are retired, sick, poor, and/or veterans. 
ThesA programs are financed by s combination of contributions 
(withheld), special taxes, and genaral fund payments (usually 
into a trust fund from vhlch paymants ara made) . Soma are 
carried out by State and local governments, vith Federal 
financing. Entitlements may have permanent appropriations 
(e.g., payments to the Civil Service Ratlramant Account) or 
indepandaot sourcas of ravenue (e.g. Social Security) , and 
thus bypass much of the budgetary process. Others require 
annual appropriations (e.g., the special supplemental food pro- 
gram for women, infants, and chlldtren (HIC) , Assistance Payments, 
Medicaid). In either case, the degree of control over expend- 
iture is negligible. Whether subject to the budgetary process 
'or not, entitlements are largely beyond budgetary control 
unless the Congress changes the authorizing legislation trtiich 
defines eligibility for benefits and their amounts. Entitle- 
ments constitute the single largest category of "uncontrol- 
lable" accounts in the Federal budget. 

Placing entitlements under direct short-tem budgetary 
control would inject a degree of funding uncertainty which 
might raise serious questions as to the financial integrity 
of the programs. Entitlements financed by contributions 
and special taxes can only be addressed from a very long-term 
perspective and only through changes In the substantive legis- 
lation. It is very difficult to "change the rules in the 
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middle of ttaa game" for tboatt people who hsva alraad? adjuctad 
thalr personal lives to certain sxpacted paymants whaa the; 
retire or bacooM ill. Therefore, any significant change miut 
be made with sufficient lead time to allow people to change 
their personsl spending and saving's patterns; this may require 
a decade or more. 

The Congress can gain budgetary control over general 
revenue entitlements which require appropriations by placing 
an authorization ceiling, or "cap," on each program. This 
has been used on Social Services, Food Stamps, and HIC. The 
main advantage that we see is thet such a ceiling forces 
review and action on the funding levels for these programs 
in advance and again if the ceiling is about to be reached. 
He would expect that the Congress would Increase the ceilings 
in most cases, but it would do so after a formal consideration 
of the changes in circumstances from what was originally ex- 
pected, and It would do so by formal action. 

Control could be even further strengthened by making this 
spending authority effective "only to such extent or In such 
■mounts as are provided in appropriations acta,-" this would 
bring the program fully under the appropriations process. 
This approach, as well as the use of caps, should be applied 
on a program-by-program basis. 
Indexing of Federal Ejcnendi tures 

A large and growing proportion of the federal budget Is 
indexed to inflation. The indexing of Federal expenditures 
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has baea a usbCuI practlc«. It has maintaliwd ttw nal value 
of bcneflta providad by Padaral programs. Indaxla^, bowavar. 
automatically lacraaaas axpandlturas and makes It difficult 
to reduca substantially the growth In total radaral spandlng, 
since there are no checks on progranw which are Indexed. Oftea, 
indexed programs , such as Social Security and Civil Service 
Eletlramant , bypasa. In whole or In part, the budgetary process, 
thus incraaalng expenditures without fornal budgetary action. 

A temporary cap on Indexed Federal expenditures is one 
possible budgetary control and ant 1- inflation measure. Other 
available options and thalr probable conaefjuances need also 
to be explored. We balleva, and have raconmianded, for example, 
that the cost-of-living adjustment provisions for Federal 
retirees should be revised to include annual adjustment 
rather than the semi-annual adjustments now provided by law. 
He have also recommended repeal of the provisions that allow 
new Federal retirees to receive higher starting annuities and 
Initial adjuatmants baaed on increases in the cost -of -living 
that occurred before they retired. Such changes would make 
these provisions more rational and less costly. 

Wa have also pointed out that a piecemeal approach to 
solving the problem of Inflation is not as desirable as an 
overall program. He believe a successful antl- Inflation pro-, 
gran will require that many stepe, Including soma modifica- 
tion in Federal Indexing, be talcen. 
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Coptraet and borrowing ■uthorttlaa 

Uadar ttm provisions of Sactlon 401 (a) of th« Congras- 
■lonal Budg«t Act a«w aathorisfttions of contract and borrow- 
ing author! tiaa aT« brought under tha ^proprlations precass. 
Such new legislative authorizations Include (1) the contract 
authorities £er certain housing programs and construction 
grants for waste traatooant facilities and (2) the availability 
of new borrowing authority of the Conaodity Credit Corperetien. 

However, there Is still outstanding very large amounts 
of contract and borrowing authority that was granted prior 
to January 19, 1976, the effective data of Section 401(a}. 
As of Septanbar 30, 1978, the Treasury reports outstanding 
authority granted prior to January 19, 1976, of 3164. S billion 
contract authority and over $S4 billion borrowing authority. 
However, indefinite borrowing authority is not fullv reflectad 
in this amount. 

In future years soma of this carryover balance of contract 
authority will lapse or ba raseindad, but aest of it will 
require the appropriation of large suns of ligoidatiag cash. 
The borrowing authority is even nore troublasoaa. Un- 
less Congress acts to prevent it at least scom of this borrow- 
ing author!^ can ba reused iBdaflnitaly without reauttaorisatloa 
and thus never brought under the appropriations process. 
ne believe the Congress and the azacutlva should censidar 
soae alternative aethods of bringing the pregrans financed 
by this borrowing authority undaz the full budget process. 
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Permanitt approprLatiom 

The msjor parmAiiaat appropriation ia for Intarast on 
tba public dobt lAlch was $49 bilUen in fiscal fwir 197S. 
Altboiigb Cbe vast majority of this apandiiig is driven b; the 
amount of tha dabt and fiscal policy factors, tbera ar* 
aspects of debt mana9eiMRt- tbat sbould be reviewed as part 
of the regular budget process. 

Many antltlamant programs are funded through pennenent 
appropriations. These include Federal old age and survivors 
insurance, Federal hospital insurance and Civil Service 
retirement and disability. The other permanent appropria- 
tions include funding for (1) refunds, payments and claims 
of the Internal Revenue Service, (2} the Bureau of Land 
Hanegement, (3) the U.S. Customs Servlca, and (4) some con- 
tract and borrowing authority. Oanerally, we believe these 
should also be subject to periodic review and reconsideration, 
althoogh the nature of the alternative funding arrangement 
should be determined on a program-by-program basis. 
Full funding 

A program or project is conaiderad to be fully funded 
If the budget authority requested and made available Is for 
the total cost of that program to be initiated in the budget 

The full funding concept has a significant impact on 
congressional decisionmaking and control. The concept entails 
the provision of funds at the outsat for the total estimated 
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cost of a glv«n itsm. This q1v«s Coagrass and U>« public 
hnowladge of tb* fall dlmanaioas and costs of an; Item whan 
It Is first presented for fimding. He believe this knowledge 
facilitates congressional decisionmaking with respect to 
funding priorities. Programs compete on a n»re equitable 
basis under the full funding concept since It emphasizes the 
full Federal Investment Involved In each new start. Incremen- 
tally funded multlyear programs anjsy en advantage in compet- 
ing for dollars In that only a portion of their total cost 
Is requested each year. The fact remains, however, that once 
a conimitineat is made, the Federal Oovemtnsnt may find It 
difficult to terminate the project. Therefore, full funding 
would Increase Congress' initial control and oversight over 
total spending and outlays In future years. »fe feel that 
this is one of the primary objectives of the Budget Control 
Act of 1974. 

On the other hand, providing budget authority for the 
full program costs in 1 year would require a higher budget 
authority celling in the concurrent resolutions on the 
budget than would currently be required by providing 
budget authority for partial costs for the same programs 
under Incremental funding. In short, the political realities 
of implementing the full funding concept Govamment-wlde 
may be difficult to accept. 

Me recognize that full funding can change Congress' 
short-run control over outlays. Me believe that if full 
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fundlog la furthar in^Inwatsd In th* Fsdaral GovsnuiMnt, the 

short run control ovar outlaws could b« axarclaed b; raor* 

«££aatiTa raonltorlng of program »x«cutlon. Including oversight 

directed at the total obligation authority for a program, not 

Just the new budget authority requested. 

Lono-tenn commitmenta for aid ^o 
State and local Qovemaenta and for 
research and devalocment 

We have strongly si^parted the need for longer-ranqe 
planning, funding, and comnltments by the Federal Oovenunent 
to grantees. Including state and local govemments and re- 
searchers, tfhlle longer-term funding tends to reduce short- 
term Federal budget flexibility. It would Inject a much 
needed measure of certainty as to the availability of funds 
for intergovernmental aid programs and R&D programs. We 
also believe It would help the Congress In Its oversight and 
dacisionmalclng on budget priorities by disclosing the total 
cost of loog-term aid and research programs and projects. 
There are a number of funding methods available to provide 
longer-term funding and reduce uncertainty to recipients. 
Generally we have favored use of the funding method that 
best fits the particular program, for example; 

— Projects, such as water and sewer grants, con be 

fully funded as discussed earlier. 
—Federal aid for programs run by state and local 

governments, such as aid for education programs, can 
be funded by an advance appropriation, which allows 



n Google 



th« funds to b« committed, although net obllgatad, a 
yaar in advance. S. 378 and S. 904 which are grant 
raform bills include previsions that vould encourage 
the wider use of advance appropriation. These bills 
are being considered by the Senate Coimlttea on 
Goventmanfcal Affairs. We recently provided our views 
on them to the committee. 
— Research and development, such as grants for university 
research or intergovernmental pilot and developmental 
projects can be authorized and funded on a nultlple 
year basis, such as biennially. B.R. 4490, which would 
establish a biennial research and devalofanent authoriza- 
tion, is being considered by the House Science and 
Technology Conmittee. He have provided our views on 
this subject to that committee. 
--Administrative operations, such as the administration 
of the Food Stamp program, are relatively stable fran 
year-to-year and are therefore candidataa for multiple 
year funding, say biennially. 
He believe there is sufficient authority and precedent 
for the President and the Congress to use any of these funding 
methods depending upon the type of program. Congress may 
wish to establish a process for expanding the use of longer- 
terra funding, such as requiring the executive branch to 
review the funding methods being used for domestic assistance 
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and R&D programs and to propoaa altamativa mathoda that 
would Involva longar-term planning, budgeting and eo nm ltinant. 
Prior year balances of budget authority 

Tha uaa of longer-term funding siathoda incraaaas th« 
uoexpandad balance of budget authority carried over from year 
to year. Thua Congress should give greater attention to tha 
more significant balances carried over In Its analyses and 
decisions on funding ievals — functional as wall as indlTidual 
program and account. The Congress might consider methods of 
setting budgetary targets and ceilings on total funds avail- 
able for obligation. He conducted pomprahanslve studies of 
unobligated balances for the [louse Budget Comniittee which 
further explained our views (PAD-7S-34, Jan. 13, 1973, and 
EAD-78-48. April 1973). 



In the past few years, a great deal mora attention has 
been given to estimates of budget levels beyond the next 
year. For the most part, these are estimates of the budget 
outlay levels needed to carry on the present or proposed 
policies and programs assuming certain rates of economic 
growth, employment, and price changes. Such projections are 
regularly made by the Office of Management and Budget, the 
Congressional Budget Office, and others. Congressional 
conmittaas report tha 5-year budget inqjact of some of the 
legislation they recoimend. The executive agendas are 
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required to Include 5-year esttoiates of budget levels and 
program worXload and/or acccnpliafament levels In their tudget 
submissions to the Office of Management and Budget. In 
addition, the executive branch has adopted a 3-year planning 
period for its budget priorities review and decisions. 

I strongly encourage these efforts to take a longer 
term perspective and, aa we gain experience, I would like 
to see mare attention directed to even longer periods — 10, 20, 
and more years — and to ranges of costs and possible acconvllsh- 
roents. 

Today our attention should continue to be focused on 
Ur^roving our estiiutlng processes. He have a large number 
of organizations Involved and thus quite a wide range of 
methods and assumptions being used in making estimates. We 
have been looking into two aspects of this problem: (1) the 
nteasurement of budget authority granted by the Congress and 
(3) the agencies estimates of the rate of program execution, 
usually In terms of obligations and outlays. 

Through a series of decisions en the proper measure of 

budget authority for particular programs, wa have been 

evolving a concept of budget authority that is consistent with 

objectives of the CongressloiMl Budget Act of 1974. He have 

held that: 

" • • * The fundamental objective of the Congressional 
Budget Act of 1974 was to establish a process through 
which the Congress could systematically consider the 
total Federal budget and determine priorities for 
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the allocation of bud^t rasourcss. Ha b«ll«va thta 
process achicvaa its maximum eff«ctlv«ness Hbmn tit* 
Budget reprflsents as complete as possible a picture 
o£ the financial activities ot Federal aTenciea. He 
further bellave It is vital to maximize the effec- 
tiveness of the process that Federal financial 
resources be measured as accurately as possible 
because priorities are actually established through 
decisions on the conferring of this authority. Frcxn 
this standpoint, therefore, the concept of 'budget 
authority' should (a) encompass all actions which 
confer authority to spend money, (b) reflect as 
accurately as possible the amount of such authority 
vhich is conferred, and [c) be recognized at the point 
at which control over the spending of the money 
passes from the Congress to the administering agency." 

In applying this concept, we have emphasized the need to 
include In the budget the fuH cost of the authority requested. 
For exan^le. In the case of the subsidized housing programs 
of the Department of Eiouslng and Urban Development the 
authority that is requested is to enter agreements to sub- 
sidize rents for a long term, up to 40 years In scxne instances. 
Accordingly, the fiscal year 1979 budget Includes a budget 
authority request of about $25 billion representing the full 
cost over the full period of these agreements. In contrast, 
a similar program operated by the Department of Agriculture 
Is not presented on a~ conparable basis. Since these prograiDS 
must con^ete for budget authority, Inconsistent methods of 
estimating and reporting budget authority can distort the 
budget priority decisions or at least the understanding of 
those decisions by general readers of the budget documents. 
He should strive to minimize the inconsistencies and to reflect 
as accurately as we can the estimated full cost to carry out 
the programs and activities that Congress authorizes. 
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H« th«r«for«, hava eoaslstontly mintainad that budg«t 
authontr, to hava optimum nwanln? and uaafulnasa aa a coa- 
capt and tool In tha congraaalonal budgatar; procasa, should 
axpraas the maxlmura potential obllQatlons which may ba In- 
eurrad undar authority balag mad« available. Such a broad 
concept of budget authority provides the best assurance that 
budget totals and ladividual schedules provide a ^iflj ^ i- 
elosura of tha possible financial consequences of budgetary 
decisions being requested by the President and considerad 
by tha Congress. The Congress cannot affectively axarcisa 
budgetary control on budget totals if it does not have com- 
plete and accurate InformatloR on the new obllgatlonal author- 
ity being made available to executive branch agencies. 

The second astimatiag problem we have bean working on 
is tha reliability of the agendas astUnates of program 
execution. For several yeara before the present strong effort 
to hold down non-defense spending, the Federal Govammant has 
had consistent shortfalls in outlays; these were widely 
pobllelzed- Ha bava made several studies of tha agencies 
estimating practices, including sane special stadias foouaed 
on the unused balances of budget' authority at tha «id of each 
year and the reasons for these balaacaa. We, of course, heard 
a wide range of axplonatlons for the shortfall phencnenoa. but 
there were two general observatioas I believe are significant. 
First, there is a general tendancy on. tha part of all parties 
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involved ta a program to be over optimistic about how fa«t 
the objectivaa can ba accomplished, father they ba weapon 
systems, hospitals, cures of a disease, or more Jobs. The 
program manager, the Secretary, the budget examiner, the 
Prasidant, the authorizing committaes, and tha appropria- 
tions subcommittees all want to hear how fast tha Job will 
be dona. The cumulativa affect Is overoptimism about execu* 
tion, which shows up eventually as outlay shortfalls and 
higher than expected carryover balances. This overoptimism 
and shortfalls can occur at the very time the Oovammsnt 
is trying to stimulata the economy, thus working againat the 
basic economic policy. 

Our second general observation from this work Is that 
today less attention Is being paid to monitoring program 
axecution by budget officials than used to be done 10 or more 
years ago. He have increased the attention of budget profes- 
sionals on policy Issues and longer range In^llcatlona of 
our policies which is. quite appropriate. But this seems to 
have been dona at the expense of the regular monitoring of 
current program execution. He have recoomended that the 
Congress and the executive give greater attention to the 
comparison of original estimates with actual performance 
and to the analysis of notable deviations. Ha should be 
able to learn from otir own misestimates and make better 
projections next time. 
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As w« eiqiand tb« covaraQc oC our budgats and axtend the 
planning, budgatlog, and projecting periods, wa maJce the Job 
of estimating far more difficult. He know that, but we also 
recognize that declalone will be made, decisions with good 
estimates or without them. Congress and the executive need 
to be given the beat estimates that can be developed. It 
Is necessary to use a single paint estimate for prcgrams in the 
budget and. in legislation, but lAviever possible in support- 
ing material the estimates should be expressed and presented 
In terms of ranges based on different assumptions or on 
alternative strategies, and the basis for the various assump- 
tions should be clearly stated. 



Congress exercises control through legislation which as- 
tabllshei the authority for the executive agencies to Incur 
obligations — to commit the Federal Government to make payments 
for authorized purposes. Congress has a variety of means 
for granting the authority to incur obligations. Traditionally, 
the subsequent payment of cash to liquidate the obligations 
has been an execution action, part of carrying out the mission 
with the funding authority provided. From time to time in the 
past, the Congress did set ten^orary ceilings on total outlays 
for economic policy reasons. Hlth the in^lementation of the 
congressional budget process, the Congress has begun to focus 
on the level of outlays as a regular part of the process, 
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although th« outlays "callings" ar« not binding on tha •xscu- 
tlv«. Howavvr. Coagrass has ralatlvaly llttla control ovar 
tha actual timing of tha outlays both in ttaa aggragata and 
for Individual programs. 

It may ba that tha additional attaatlon that has baan 
given to outlay lavels In the past few years has shifted sosia 
attention away from the obligation levels which are mora aaor' 
trollable and which do in turn control outlay levels, but not 
tha precise timing of the outlays. Congress' Intarasts in 
budgetary control may ba batter served by shifting mora focus 
bade to obligation levels, both the now budget authority 
raquestad as wall as the total obligation authority it has 
mads available, including tha cariTOver balances. 

gOHGRESSIO HAL OVERS IGHT RSFORM 

As 1 mentioned at tha opening of this statement, congres- 
sional oversight reform is directly interrelated with the 
Congress strengthening its budgetary processes; they are 
fully compatible and reinforcing. 

We have been working closely with tha ccnmilttaaa of both 
the Senate and the House on ovaraight reform legislation and wi 
are very pleased that it is being actively addressed in both 
bodies. 

He have stated that improving or reforming oversight 
involves improving Congress' capability both to find out how 



n Google 



108 



well or poorly lavs ar* working and to act Chrougta Isglsla- 
tloR on tha basis o£ what It has laamad. "Reforming" over- 
sight inplias that Congrass change its processes so that it 
can mora effectively 

—Acquire kncwledge about the operation and results 

of laws and programs. 
—Interpret sucb kirawledge, ttiat iS( judge the 

adequacy and effectlvenua of aizlsting laws 

and progcasa, and 
■~-Ra*peiid tlirou^ laglslatlanr if neeessac;, to 

effect needed InproveManta. 
To acco^tlisti this r*fora, Congreaa will need to (1) pro- 
vide itself (and others) wttti realistic standards for 
judging prograas, (2) provide far the collection and re- 
porting of inforaation on prograas and their results, and 
(3) provide itself <and others) with the capability to 
reconcile the one with tha other.. 



He believe there are six critical elements that wist 
be addressed In the refecs legislation. 
1, Worlcaaie review process 

A basic requirement of oversight reform legislation 
is a workable review process. On the one hand, tbe re- 
view process established by the legislation must be 

sufficiently disciplined to assure that information and 
analysis on programs is developed and presented to the 
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Congrtaa so tbat It can «ct rupoosibly ob lagislatlon to 
contlnus, Bodlfy or tsralaata pcograas. On tta* otbac band, 
tha raview process mat b« auffieiantlv tlaxtbla to paralt 
tha Congreas to focus its llaltad ravlvw rasoureaa, 
particularly the llaitad tiva of its Hanbars, wbara ravtaw 
•fforts ara llkaly to ba aost productiva. 

Censldaring tba potentially large raview workload tbat 
Mill be required under a systeBatie review procaaat we be- 
lieve that executive agencies nust aasuBS ttae priaary ra- 
aponatbility for collecting prograa Infonution and perCora- 
ing the required analyses. The eongrasaional support aganciaii 
and in particular our offiea, will also need to be called 
upon to assist the coamittaas in carrying out their review 
efforts. Depending on the intensity and depth of the re- 
view effort and the way in which the canalttees choose to 
inclement the process, the staff resources required to 
support tha process nay be substantial in tbe ezeeutivo 
agencies, the coonittaa*, GAO, and the other congressional 
support agencies. 
2. Stateaents of obleetivas and evaluation requiraaente 

Better oversight should begin at the front and of tha 
legislative process. The oversight rafora legislation 
should encourage tbe Congress, when authorizing new prograai 
or reauthorizing existing prograaa, to state its cbjeetivee 
and expeetetions for such prograas aa clearly aa is feasible, 
and to include statutory reguireaents which are as specific 
as possible for the eystemetic evaluation of, and r^oKtlng cxi, 
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ths prograiu by th« adninlstaslag d«part»uits or aganol«s, 

■ mo that information and analysis nKcassary to ovaAm thw 

programs vlll b* developad and provided to tha Congrssa. 

Stat«iNiitB of proqran objcctlvu ,and sxpscted rsBulta 
can asrva «a Cutura raviaw banebBasks, aa standards for 
avaluatlng tba parfonwnca of prograns. Idsally such stata- 
■ants should ba Includad In laglslation, but this Is not 
always practical, for a varlaty of raaaona. Cartainly aucb 
statanants should ba inelodad in eomittaa reports. In cases 
of major chapges to objactivas as a result of floor or con- 
faranca action, a raviaad atatamant of objectives should ba 
developed oy the eenfaranea eeaaittaa and aada part of the 
eonfaranca report. Frequently comitteas also Mill need to 
fellow up with tha agencies to translate the statements of 
objectives into the apaclfle criteria and oaasures needed 
to permit cn^aciaon of the objectives with actual program 
results. Periodic brief reports on program parformaRca using 
such criteria and measures would b* developed and sutnltted by 
the agencies In accosrdance with the statutory requirements for 
evaluation and reporting. These reports would be useful in 
amgressional monitoring and in tha selection of programs for 
further rariaw, and many agency evaluation reports should be 
directly useful in coDmittsa reviews. 
3. Conprahens ive coverage of the review process 

The coverage of tha revlaw process astabllahad by over- 
sight reform loglslatlon should ba as near to universal as 
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posslblA. All typ«s o£ F«d«ral proyrama/aetivitica should 
ba coverad to the extant poasibla, including direct exj^end- 
Ituraa, aelf- financing activities, regulatory prograna, tax 
expend! turea , and aubaldy programs and activities. 

4. Expanded eoveraaa of t;tie reauthocizatlon process 

A major objective of some oversight rafonn proposals, 
particularly the aunsat bills, ia to expand the coverage of 
the periodic reauthorization process. In developing oversight 
reform legislation, the Congress must address tha questloni 
What programs not now subject to reauthorization should be mads 
subject to reauthorization and how should this be accompli shad? 
Currently, about one-third of the Federal budget is raauthorisad 
periodically. We believe the oversight reform legislation 
should include some mechanism for allowing Congress to expand 
the coverage of the reauthorization process. 

5. A review agenda or schedule with flexibility 

A review schedule or agenda setting mechanism needs to 
Included in the oversight reform legislation so that tha 
Congress can assure maintenance of a proper balance between 
the achievement of three objectives i 

1. Assuring that all programs are reviewed 
periodically; 

2. Assuring that the review workload on 
commltteea does not exceed comnittee capa- 
bilities and is distributed over time; and 
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3. Assuring that Intarralatad programs. Includ- 
ing programs with similar obJactlv«s, ara 
grouped together for review. 
Clearlr< all three oC these objectives cannot be completely 
achieved by any rigid schedule. What la Important Is that 
the oversight reform legislation contain procedures for 
maintaining an appropriate balance between review coverage, 
workload distribution and reviewing interrelated programs 
together. This could be accomplished by a process for 
daveloping and adopting oversight agenda-setting resolutions 
near the start of each Congress . 
6. Program Inventory 

An inventory of Federal programs would greatly assist 
the Congress In making oversight reform work smoothly aad 
affectively. This inventory would provida the necessary 
substructure for both the reviews of broad policy subjects 
and the systematic review of individual programs and 
activities. It would provide the Congress a systematic, com- 
prehensive, and authoritativa identification of the specific 
entities which are subject to the review and reauthorization 
requirements . 

In the case of raforming the congressional oversight 
processi I believe that H.R. SBSB, the proposed "Sunset Review 
Act of 1979," would create the kind of mechanisms and proce- 
dures necessary for bringing about improved congressional over- 
sight. This bill represents. In our view, on ijnprovMiant 
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ovar •arliar aunsat bllla. It is eenaistcnt with our idaa« 
and w« hop« chat It !■ acted upon favorably. 

STREAHLIHIM G ZgRO-BASE BODGSTIMG AMD 
V?ISG A m pSIOH APPROACH TO BUDGETIMG 

We recently completed an assesament of zero-base budqetlng 
as a tool for analysis and decisionmaking (PAD-79-45, Sapt. 2S, 
1979). He found that nianagers using this concept 

—examine current objectives, operations, and costs; 
— consider other ways of carrying out their program 

or activities; and 
— rank different programs or activities by order of 

Importance to their organization. 
We also recently completed a. mission budgeting model for 
the Department of Agriculture to test the feasibility of the 
mission budgeting approach {PAD-80-8, Hov. 16, 1979). We 
reported that it provides a i31f£erent and potentially benefi- 
cial framevork for congressional an&lvsls of budget proposals 
and that Congress may wish to experiment with the mission budget 
concept to determine if its benefits can be achieved in practice- 
He also found that often both private and public 
sectors hastily applied a rigid, mechanical zero-base 
budgeting process. This led to problems which resulted 
in: 

—Expectations and results differing at different 

management levels. 
--Duplication of effort. 
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— OsalsH infocmation . 

—Lack of Incsntives to cut wast*. 

— Frustrations crsatsd by having fsw visible rssults 

to show for ttw raaource* committ«d. 
The expariancas of successful organizations show that 
zero-bass budgeting does not belong solely in the budget 
cycle and it is not a strict process mechaaism. Rathar, 
zero-base budgeting concepts should be incorporated into 
an organization's planning, budgeting, and reasseaament 
processes so as to strengthen and streamline all o£ these 
analyses and decisionmaking functions. 

la^lwttenting zero-baae budgeting concepts into the 
Federal budget proceas has added useful information on 
managers' priorities, but it has alao increaaed the work- 
load of preparing the budget. Zero-base budgeting's first 
2 years have expanded the workload of the Federal budget pro- 
cess, but generated limited optimism for the system in 
the agencies GAO studied. There is a long way to go before 
its benefits can be fully realized. 

For zero-basa budgeting to be effective, the Federal 
budget process should be streamlined in several ways. 
Zero-basa budgeting concepts should be incorporated into 
the planning, budgeting and reassessment functions. Non- 
essential information reporting requirenMnts ahould be 
eliminated. The rules should be clear to everyone and in- 
centives should be created so managers will want to par- 
ticipate actively. The now separate Federal budget 
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presantations which support the exeeutlv« wid l«glslatlva 
Information neads should ba llnXvd. Soam of tbttse Ineluds 
zaro-baaa budgatlng Information; aonwdo not. 

Linking the infonnation should make It mors useful to 
various bodies, because they would all be using nora con- 
sistently structured InfomatloQ. Making budget presentatimi 
more comparable should have the added benefit of reducing 
the duplicate work required of agendas that now prepare 
budget data In several forma for differant review groi^x. 

The Federal budget process plays a major role in Oovwrn- 
ment decisionmaking. Consaquan-Cly , it is important that the 
zero-base budgeting process be streamlined to fit Individual 
naada. Our recommendations Include: 

—Identifying the essential information needs of an 
agency, the Office of Management and Budget, the 
President, and the Congress that can be reasonably 
provided by Kero-baae budgeting and eliminating other 
reporting requlronents. 
—Phasing the planning, budgeting, and reaaseasnent 
activities and providing firm links betwemi the 

— Achlevelng agreement between 0MB and the aganciaa 
during the spring on what programs/activities will 
receive comprehensive zero-base bodgatiag traataiant 
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during the apcomlag z«ra-baa« budgat crcl*. D*v«l- 
eplng conprahanxiva laformatlon for policy and pro- 
gran revlaw only on tbos* agraea vpoa prograna/actlv- 
itlas. Davaloping tha ninlniun Infamatlon nacacsary 
on all otbar prograiu/activitlaa for conprahanalva . 
ranking. 

—Incorporating flaxibility into the process so that 
agencies find zero-base budgeting advantageous in 
formulating operational plans. 

—unifying or linking the zero-base budgeting program/ 
activity lists with the Prasidant's, the agencies', 
and authorizations and appropriations comnlttee' lists 
to the maximum extent practicable and requiring agencies 
to pron^tly design their accounting systems to provide 
data necessary to support the adopted zero-base budg- 
eting structure. 

—He also believe 0MB should recognize that success requires, 
(1) clearly defined rules for zero-base budgeting, (2) 
zero-base budgeting design responsibility at a sufficiently 
high level to bring about change, and (3) incentives es- 
tablished for managers to view zero-base budgeting as an 
opportunity to win. Consideration should be given to 
incentives such as (1) returning to a managei 
{for congresslonally approved activities) part of a 
budget cut which was recomnended by him or her and 
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accsptcd, (2) ralsaBing « prograa/acttvltr frtM Indspth 
budget r«vl«w svarr yaar, and (3) using a Manager's 
parformanca In Identifying and schlavlog through xcro- 
basa budgating the beat poaaibla and least wasteful wa; 
of doing business as one of the Indicators used in 
cotnplylng with the Civil Services ReConn Act mandate to 
link pay to performance. 
The ultimate success of zero-base budgeting in the 
Federal Government will depend on efforts to streaallae the 
process to fit the present and future needs of the agenclesi 
WB, the President, and the Congress. 

The misaion budgeting approach, could be vary useful 
to the agencies and committees in defining their progranis 
and activities and the interrelationships as a foundation for 
streamlining their syatema. 

tinXSET AHD PROGRAH EXI 

The executive has been charged with monitoring budget 
execution, including preventing ove rob ligations and pro- 
moting the most effective and economical use of budgetary 
resources. He la required to apportion funds over the 
yea^ and is authorized to establish reserves to aceon^lish 
these purposes. 
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Pr^ « bximt mMmmtamtni of tba bndgat •mention pro- 
o«a« ■■ btflag oparaMd today, m b*v« ooneludml two tilings. 
Ti-rnt., defici«ncy appropriations ar* net a Major problon 
in tbo Podocal Oo vorn — nt today. Soeend, th«r« is a low 
priority on using tho apportloninenc procoaa for ansurins 
an offvctiv* and ooonoaical uao of funds. Th« apportionnwit 
process is a good mana^eiMnt tool which is not boing usod 
to its full potential. Th«r« arc a varioty of raasmis for 
this situation, including tha priorities and staffing 
l«v«ls of th* Offics of NonagsBont and Budget. At this tins 
w« are sxploring sens altsmativa appreachas to strangthsning 
tha budgst axacution prooasa. 
LEGISIATIVE SAVIHGS 

Lagislativ* savings pr^osals are now an important and in- 
tegral part of the budgetary process, and have resulted in 
tignifioant savings. Of the S2.S billion in collections ai^ 
other meaaurable savings attributable to our work in fiscal 
year 197B, $580 Billion involved legislative actions by the 
Congress. Hiese snounts were S5.7 billion and $1.2 billion, 
respectively, in fiscal year 1977. In earlier testlaony 
before this eeiMittee, we identified fifteen of the most 
significant legislmtive savings proposals we have made in the 
past year. 

While we know that the Office of Hanageraent and Budget 
views our reports as a source of ideas on how to reduce agency 
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requests, and that th* Coegr*as o£t«B aa3c»« budgstaxT 
adjuatments baasd on our findings, m sens* a naad for a non 
systematic approach. V faal a n««d for nor* aalactlva dis- 
tribution of the Infomatlon we have dev«lop*d; a a— 6 to 
tailor the Information provided each connlttee to Its parti- 
cular needs. Ve are studying various ways of arr«ylug the 
results of our work to Inprove Its visibility and accessi- 
bility to individual comnittees. He will be reviewlDg all 
these matters In the coming months to enhance the utility of 
our work in the budgetary process. 

Of the fifteen legislative savings proposals listed 
below, nine deal with potential near-term reductions in the 
costs of programs and activities . The other six offer 
opportunities to reduce the budget in other ways, including 
increasing revenues. Let me briefly characterise each 
recommendation, all of which are described in greater detail 
in our earlier testimony: 

--There is a need to considerably tighten the paynant 
conipensBtion benefits to Injured Federal aonpleyaea. 

—Actions are needed to improve pay-setting proc*dvtr*8 
for Federal white- and blue-collar smployeea. 

—The Davis-Bacon Act is no longer needed and loyosslbls 
to administer fairly; its repeal would result in large 
construction cost savings. 

—Competitive procurement of Medicaid supplies and 
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laboratory sarvioaa offers l»xg» savings opportunities. 
—Interagency sharing of Federal medical resources 

would reduce costs and improve effectiveness. 
—Mostly veterans benefits are being granted to persons 

failing to conplete initial enlisbnents. 
— Hinor and necessary changes in the calculation of 

certain social sacucity benefits would result in 

large savings. 
—Consolidation and rationalization of Federal food 

assistance programs is needed. 
—Cost-of-living adjustments for Federal retirees 

are unnecessarily costly. 
— Major wastewater treatment cost savings could be 

achieved if the Administrator of the Environmental 

Protection Agency was given certain discretionary 

authorities. 
--Improved nanagMnent would avoid significant short- 
falls in foreign military sales revenues. 
—Federal charges for uranium enrichment services ere 

much too low, 
— Authorizing the withholding of tax refunds could 

reduce Federal debt losses. 
"Statutory performance standards are needed for the 

Hedicaid Management Information System. 
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—"Oimxa ia a ncttd to cr«at« • •«lf-su«t«ining national 
trust fund by assassing fa«s on tba disposal of 
hazardous waatas. 



As imntlonad earlier, the Senate Commlttae on Govam- 
mantal Affairs la considering Senate bill 87B, the *P«deral 
Assistance Reform Act' and Senate bill 904, the 'Fedaral 
Assistance Reform and Small Coimunlty Act of 1979." Both 
bills would extend and amend the laws relating to Intax- 
govemmental cooperation. 

The Issues addressed by the proposed legislation are o£ 
great interest to the Senera.1 Accounting Office. For tba 
past few years , we have devoted considerable attention to 
the Federal grant and assistance system and its impact oa 
the State and local sector. 

Interrelationships among Federal, State and local 
governments have become increasingly complex as Federal 
funds going to State and local governments have grown to 
more than $B0 billion annually. Federal funds now account 
for about 24 percent of total State and local expand 1 tnrea , 
compared with 10 percent in 1955. Collactlvely, the 
assistance system has become an array of often conflicting 
activities and initiatives which place major strains on the 
intergovernmental management system. 
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HanagwiMiit problana plBgnlng oux int«rgov*cnmnUl 
system hava b«*n docuiiMnt*d •xtwtsivvly by Innunwrabl* 
studlss. Dn£oxtuiiataly, tha dooumantatlon o£ problems has 
proven much easier than the 'identification of acceptable 
or easy solutions. 

The important role of Padaral funds in tha public 
sector and the implications for future rolas and costs are 
forcing Federal, State and local officials to became more * 
concerned with Federal assistance programs. These concerns 
hava lad to Increased efforts to rationalize tha grant system, 
make grant requirements more uniform, provide longer-term 
funding, and provide relief from ateinistrativa and reporting 
workload . 

He have also pointed out that while Federal grant reform 
initiatives are clearly needed to improve the workings of 
our intergovernmental system, enhancing State and local 
capacity to implement grant programs is equally io^ortant. 
Indeed, due to the close interdependence of our levels of 
governments, the Federal Government has vital interest in 
Improving the productivity and management capacity of State 
end local governments. 

In a recent report we raccmmandad an enhanced Federal 
role in assisting States and localities to Improve their 
productivity, including an expanded Federal seed money grent 
program for management improvement efforts. Our report Indl- 
oated that a Federal seed money program could serve as a 
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o«t«ly«t in iMlplng Stat* and local gav«mMnt» inlti«t« 
new productivity progrwu or cxpaad existing ob«s. 

H* arc encouraged that an Identical IntargoremBMital 
Productivity Inprovement bill ha« been Introduced In both 
the Senate and Rouse (S. 1155 and H.R. 2735). This legis- 
lation vfould amend the Intergovvrnnantal Personnel Act to 
provide additional limited Fadaral assistance for State and 
local productivity improvamant projects that would otherwise 
not be Htarted. I strongly support this bill and have urged 
the Congrass to consider it as part of ita grant reform 
efforts. ~ 
iiovim 

The Federal budget is presented to the Congrass by both 
(1) the budget functional claasificatlon uaad for describing 
the budget In terms of national needs and for the congres- 
sional budget resolutions and (2] the a<!«ncy and appropriation 
account classification used for appropriation and fund con- 
trol. But there are some national concerns that croaa both 
the national needs categories and the executive organization 
structure. 

To address these recurring cross-cutting analytic needs, 
the President published special analyses of the budget on the 
following subjects: 



n Google 



—Federal aid to State and local govaminanta 

— Civil mnploynent in ttw axecutiv* branch 

—Civil rights activities 

— En vi r onmen t 

~— Research and development 

— Federal transactions In the national income accounts 

— Investment, operating and other budget outlays 

— Borrovlng, debt, and investment 

—Federal credit programs 

— Tax expenditures 

He have recommended in^roveroents In the special analyses, 
particularly the research and development analyaes. 

In addition, we believe there Is a need £or better 
Infonnation on the nation's physical infrastructure, espe- 
cially the portions of it that the Faderal Government has a 
major responsibility for maintaining such as the nation's 
transportation systems, the rivers and harbors, the national 
park system, the postal facilities, the veterans hospitals, 
as well as the facilities and weapons of the defense estab- 
lishment. Ke are also concerned about the infrastructure of 
the major cities, especially the older cities, and the major 
industries, especially th« older industries such as steel and 
automotive. He are exploring this subject at the present 
time. In the Senate, Senator Hart has proposed Senate Resolu- 
tion 80 which is intended to express "the sense of the Senate 
that the congressional and executive budget should prominently 
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and accurately distinguish F«d«r«l spandlng for invttstMSDt- 
type programa from spending for currant purposes." W« do 
believe there is a need for soma form of special analfsaa of 
the budget for investniant and possibly rehabilitation of the 
nation's physical infrastructure. 

FISCAL AN D HUDGETARY ISTOBMftTIOH 

You asked us specifically to address the ii^plenentatlon 
of Title VIII, including our ralatlonship with the Congres- 
sional Budgat Office and changes needed to distinguish betvsen 
GAO and C80 responsibilities. Ve certainly walcooia tha oppor- 
tunity to discuas this matter today and to continue to work 
with your coranattee and others to strengthen congressional 
information and reporting functions to meet currant and futura 
congressional information needs. Aa you Icnow, wa have been 
working cloaaly with the Rules Connittee on the proposed 
Sunset Review Act (R.R. 58S8) which contains the program In- 
ventory and program reporting requlramenta to support con- 
gressional oversight, which are on integral part Of the infor- 
oiatlon needs and systems covered by Title VIII. 

Today, I would like to describe the general intent of 

the legislation we now refer to as "Title VIII. " and trttat 

actions we have taken. 

General intent to Improve the 
Govariunant 's budget and fiscal 
in format Ion sv stems 

The Idea and language of Title VIII originated with the 

Joint CCBnittae on tha Organization of the Oongraaa la tba 

mid-1960s. At that time tha executive branch was 



n Google 



ImplttiMntlng Program Planning and Budgeting (PPB) and 
Rapcasantatlva Jack Brooks, a nwnbcr of tlia Joint Coantlttac, 
developad language that would provlda for congressional partic- 
ipation in the design, In^lemsntatlon and use of infonnation 
from the systems. Congressman Brooka recogDized that the sup- 
porting systena would have to be automated and that achieving 
agreement on terms, definitions, class t fleet ions and even codes 
would be critical to making the pPB type of ayataras function 
effectively to meet the needs of both the Executive and the 
Congress. Recognition of the significance of these emerging 
syatema problems was based on the very practical experience 
of those people engaged in very large acale infomatlon systems 
in Government and private induatry in the early 1960s. 

Today, the isauea involved in making the Govennsnt's 
fiscal, budgetary and program Information systems aa responsive, 
effective, and efflclaot as poaslble still Involve the sane 
objectives as .intended by Title VIII. 

— Standardizing the systems; nlthough most recently we 

have been using the terns "streamlinina" and "sls^llfy." 
—Standardizing the terma, definitions, classifications 
and codes; although in the past few yeers the focus 
has been on refinement, redefinition and reclaasifi- 
eationa. The major developmental work has Involved 
the definition of program and activity entities 
for oversight and linking them to the existing budget 
classifi cations . 



n Google 



— Providing for oongrasslonal aec«ss and ui« of r«ter*l 

budgat, fiscal and program-ralatad data and InfocBation. 

Actions takan to improve the 
Qovarnroanfa budoat and flaeal 
information avatems 

In the executive branch, tha fundamental prlnciplaa of 
PPB were Incorporated to varying degreaa in agency and OHB 
budget proceases, but the label "PPB" was dropped and greater 
emphasis was given to other techniques for supporting govern- 
mental budget decisionmaking. 

In the Congress, the requirement eventually becania part 
of Title II of the Legialativa Reorganization Act of 1970, 
specifically sections 201, Z02 and 203, with om in the leader- 
ship role. That title also included the closely related 
requirements for increased emphasis on program evaluation la 
section 204 with GAO in the leadership role. 

In the early 1970s, there was no longer the aame level 
of executive commitment to program budgeting systems and, 
therefore, the executive did not want to attenpt a conprehen- 
sive approach to implementing sections 201, 202. and 203. 
CAo worked with the committees and developed a coH i pr ehen a 1 ve 
statement of information needs which we published la 1972, 
The details undarlying these needs were furnished to the 0MB 
and they did act on sobm individual reporting problems. But 
by that time the focus had shifted to deaign of the new 
congressional budget process, so many of tha specific 



n Google 



raiiulrsnants bscama ineorporatsd into ths act, such ai th* 
scorekeapln? requirements, tax expenditure information, and 
5-year budgot projectlona. 

In 1974, the Congress also chose to shift the leadership 
role for the standardizing of terms, definitions, classifica- 
tions and codes (sec. 202) and for congressional access and 
use (sec. 203} from OHB to GAO, but to leave the leadership 
for standardizing the systems with CHB. It vas felt than and 
we still agree that this arrangement la workable and fully 
consistent with our role in accounting systems and auditing 
under the Budget and Accounting Act, 1921, and other statutes. 
It Is specified as a cooperative activity with GAO leadership; 
the other participants being 0MB, Treasury and CBO. We have 
used a variety of approaches to carrying out our duties and 
we have had varying degrees of success so far. As required in 
Title VIIX, we furnish the Congress a report on our progress 
by each September 1 and I refer you to these reports for the 
details, here I will sunmarlze our activities and progress. 

1. Standardiaina terms and definitions. 

Hlth excellent participation by 0MB, Treasury and CBO, we 
have developed and published a glossary of terms used in the 
budget process, over 12,000 of the last edition have been 
distributed in the Federal Oovernment and to many State and 
local governments. He have also worked closely with the 
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congrassional conmlttsaB. Inclndlng th* Housa Budgat Co^mlttaa, 
on the revision of terms, such «s the revision of "re^propria- 
tlona, " 

2. standardizing the program and badoet clMf^f^patlyis. 

A« vm expected, male ing any changes In the claaslficatioa 
structures in use Is extreniBly dif£icult to bring about. The 
major classification structures arei 

— Budgat functions and s ub function s . 

— impropriation accounts . 

—Budget activities. 

—Special cross-cutting national concerns. 

— Authorized prograios and activities. 

Ha Initially made an analysis of budget functions and 
subfunctioRS and recommended a revised structure, particularly 
at the subfunction lavel. The budget conmlttees did not accept 
our recommendations; tharefore, 0MB has retained the seme 
basic structure although it has been isqproved significantly 
by adding tha national neads statementa and, bacausa it is bom 
used In decisionmaking thars has been considerable clarifica- 
tion of the scope and content of each function- He have 
suggested further refinements that wa ballev* should be 
considered. 

Early in the implementation of the congressional budget 
process, we also recoinnended the adoption of a further break- 
down of the aubfunctions into about 250 major program 
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catagorlas to b* used for raporting to and analysis b; the 
budget conniltteas ; we felt this Intcmadlate classification 
would provide an analytic structure below the functions that 
budget committees could use In their analysis and other com- 
mittees could use in reporting to them which would avoid the 
need for considering individual programs and activities. The 
budget committees did not accept this suggestion. However, we 
understand that the committees and CBO are now developing a 
structure along theae lines. We still believe there is some 
utility In the approach, especially since it would help raise 
the focus of debate to a policy and/or major program level. 

He have not made any overall analysis of the appropria- 
tion account structure. He do beliave that revision of some 
of the accounts is needed, especially to split a Caw o£ the 
accounts that fund aavaral major programs and to consolidate 
many very small accounts. 

The budget accivltlaa are tha subdivisions of the 
appropriation accounts that are used in tha Appendix to the 
President's budget and in tha agency Justifications to the 
appropriations committees. There is no set criteria for 
what should constitute a budget activity; it has been left to 
the agencies, the appropriations subconmittees and the OHB 
budgat axamlners to use any structure they wish. Therefore, 
some are program-oriented, soma organizational, and soma 
financial. He have reviewed a number of these and have 
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r«cmimesded changea, usually to • program erl«atatioii, to tlw 
appropriations subcoranlttess and agancles. Svdtt ravlalons 
usually taka several years to accomplish, siDce freqtMBtly 
accounting and other management systana need to be revised by 
the agencies to support the new structure. 

There are always a number of cross~cutting national 
concerns that require a special analyses of the budget, mien 
I was in 0MB, I was instrumental in establishing the Special 
Analyses series that are still published as a supplement to 
the President's budget. As I mentioned earlier In this state- 
ment, we are continuing to make studies and recoRnendatione for 
strengthening these analyses. 

We have given the greatest attention and effort to the 
identification and classification of individual authorized 
programs and activities. He emphasized this work for several 
reasons. First, we were influenced by the basic program orien- 
tation of work that preceded our own direct involvement and 
our own concerns and interest in strengthening program aceeunt- 
ablllty. Secondly, In our initial work with the congreeeienal 
coimoittees In 1970 through 1972, we established the clear need 
for a more systematic means of identifying the antboriied 
programs and activities that the Congress had created and a 
more systematic means of linking these authorised entities to 
the budget so it would be possible to identify their funding 
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This gap b«cam* av«n more rasl wh«n tha authocizlng com- 
mittees had to first prepare their Vl«ws and Estimates reports 
and they had neither th« staff experienced In the details of 
the budget process, nor tha budget data readily available 
classified by authorized progratna and activities. Furthermore, 
most of the committaas did not have definitive Hats of tha 
programs and activities under their Jurisdiction. He have not 
been able to convince Che budget community, that they should 
expand thair systems to include such program level Information. 

At the request of several committees, ve have worked with 
the agencies and coimnlttaes to develop tha basic inventory of 
programs and activities under their Jurisdiction with the 
cross-references to the budgetary information. He have also 
helped then obtain soma basic financial data from the agencies 
on each program for their use in reviewing the President's 
budget requests for thair programs and preparing their views 
and estimates reports. This ad hoc arrangement exists today. 
But, as I mentioned earlier the requirement for an inventory 
of Federal programs for congressional oversight Is now reflected 
in the proposed sunset lagislation. We have strongly supported 
this legislation. Including the requirement to establish the 
Inventory of authorized programs and activities which we have 
initiated. 



Under Section 201 of the Legislative Reorganisation Act 
of 1970 and other legislation, the executive has the leader- 
ship role for the development and operation of financial syster 
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Undar this and other l«glalation, QAO s«ts standards aad appcaisas 
tha systams and the financial practices, giving particular 
emphaals to the Congress' needs for ln£oEnation. nils appraisal 
work has been dona at the raquest of coimittees, including this 
Task Force, and on our otai initiative. The earlier part of nr 
statement concenning the budget process is based primarily on 
this appraisal work. 



As required by section 203, we have established and 
maintain an inventory and directory of the ntajor sources of 
budget, fiscal and prog ram- related information. We maintain 
the inventory on the Library of Congress' SCORPIO system for 
use by congressional analysts and we publish it in directory 
form periodically. An updated version of the inventory will 
be released early next year at which time we will conduct a 
series of orientation meetings for congressional users. 

Areas that could be changed 

As I indicated earlier, the fundamental purposes of 
Title VIII remain unchanged, but as I have also indicated 
the terminology we use today and the degrees of emphasis have 
changed. He recognize that this is true with other parts of 
the Act also. He believe there is sufficient flexibility in 
the Act to accommodate adaptation to such evolving circum- 
stances. Therefore, we do not believe statutory change is 
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THE IHPOOiroHEHT COWTBOL ACT 

Tour Conmlttss haa sxprcsaad oonoarn over eartaln 
aspects of the Impoundment Control Act, 31 D.S.C. 1400 
et gao . QAO haft conroented on theas iasuas «nd recommended 
changes to the Act In the past. We believe that the baaic 
framework of the Act is sound but the adoption of our 
past recommendations would streamline and clarify the 
administration of the statute. Host of our recmnmendationa 
were discussed in detail in our June 3, 1977, report to the 
Congress on the first two years of operation of the Impound- 
ment Control Act and by GAO's Genaral Counsel in his state- 
mant befora this Cmunittee on June 29, 1978. I would like 
to take this opportunity to further discuss recommendations 
we have made which relate to the specific areas you have 
identifiad. 
Presidential ceporting 

SacCion 1012 of the Act provides that the President la 
to transmit a "special massage' to Congress raguastlng a 
rescission of budget authority in certain instances. 
Sesciaaiona are to be tranamlttad whan the Preaidant da- 
termlnas that a program will not ragulra all or part of any 
budget authority, or that such budget authority should be 
rescinded for fiscal policy or other reasons. These reasons 
include the termination of authorised projects or whenever 
all or part of budget authority provided for only one fiscal 
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ysar (one-yaac money] is to ba s«sarv«d txom obltfatloo 
for such fiscal yaar. Tha raquaat nust Ineluda tba amount 
of budgat authority involvad; the ^proprlation account or 
agancy affactad; tha raaaona for tha raquaatad caaelsaion; 
the fiscal, econcHDic, snd budgetary aCfactat and all otbar 
related material. Unless both Houses of Congress act 
favorably on the full amount of sue)} a requeat within 4S 
days (of contlnouB session) , the budget authority for vriiidi 
the rescission was requested must be made available for 
obligation. 

We have expressed concern over the Imp lamentation of 
section 1012 as it relates to the release of impounded 
funds when the Congress has failed to pass a rescission 
bill. First, calculating the period during which a rescis- 
sion proposal may stand without Congressional action in 
terms of days of continuous session causes significant ex- 
tensions of proposed rescissions which are contrary to the 
wishes of the Congress as evidenced by their ultimate re- 
jection. Second, the only means for Congress to reject a 
rescission ceguast under the present statute is to wait 
for the 45-day period of continuous session to run. 

He have recommended two changes in the statute wbicb 
together would alleviate these concents. First, we suggest 
that the period during which funds can be withheld pending 
Congraaslonal approval of a rescission bill be calculated 
in terms of calendar days. This change would establish a 
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fixed period which would anabl* all pu;Uam to th« Inpound- 
mant procasa to detannliM immediately the latest date on 
which withholdings pending rescission approval must ceaee. 
Second, we are in favot of amending the Act to allow Congress 
to express its disapproval of proposed rescissions without 
having to wait for the statutory period to expire. Thla could 
be done by a simple resolution of either House expressing 
its rejection of the proposed rescission. The waiting 
period would then stop and the funds would have to be made 
available for obligation. Of course. Congress would atill 
have the option of merely allowing the waiting period to 
expire upon which the funds would have to be released. 
Hon -Presidential rescission reports 

Another problem arises affecting the waiting period 
whan the President's rescission proposal is sent to the 
Congress after the Comptroller General has already reported 
the rescission under section 101S(b). Similar priAlems 
arise when the Comptroller General reclassifies a proposed 
deferral as a resclsaion under section loistb) in conjunc- 
tion with other sections of the Act. The Act Is unclear 
as to the effective date of a GAO-reported rescission for 
purposes of when the waiting period under section 1012 
begins — when the Comptroller General reports the natter to 
the Congress or when the President later reports. The Act 
is also unclear as to the effective date of a reclassifica- 
tion as wall as the means by which the Comptroller General 
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may raclusify an in^oundiwnt. praMafely, «■ wn rcqalr^d 
to use a«v«ral ■•ctions of eh« Act togcthar rathar than jnst 
using one ssction. 

He have proposed two amendments to section lOlS to 
alleviate these problems. First, to avoid the cenfuslwt 
resulting £rom the required interplay of section 101S(b) 
and other sections of the Act used to reclassify an impound- 
ment, section 1015 Cb) of the Act should be amended. The 
amendment should state expressly that when the Coraptrollez 
General reports that an improperly classified impoundment 
has been sent by the President, his report converts the mattei 
to the proper classification and nullifies the original 
message. Second, section 1015 should be amended to maka 
clear that the effective date for calculating the rescission 
review period will be the date of the Comptroller General's 
message. This would clarify the effective date of a GAD- 
reported rescission, discourage any atten^ts to lengthen 
the period in which funds would be impounded by initially 
classifying a rescission as a deferral, and giiarantee that 
the waiting period during which the funds will be impounded 
while awaiting congressional review will be that set forth 
in section 1012. 

Some have questioned whether the deferral of funds 
may be proposed after prior deferrals or rescissions are 
rejected by the Congress. Arguably, section 1012tb) per- 
taining to rescisslona and section 1013 (bl pertaining to 
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daEarralB preclud« such a subsaquent deferral sine* tho«e 
sactlona require that tha nonay that was t^a subject of tba 
rejected impoundment shall be made available for obligation. 
However, the statute does not directly address this question. 
Our position has been that principles of sound adminlatrative 
and financial practices should be followed and, therefore, 
the President should not be precluded from submitting a 
new ideferral upon tha rejection of a prior deferral or 
rescission in all cases. He propose the addition of a new 
section which would allow such a new deferral If it furthers 
good administrative and financial practices and is based on 
circumstances or conditions different than those on which 
the prior deferral or rescission was considered. In no 
event, however, should the President be allowed to defer 
after having been turned down on an impoundment based on the 
same grounds. 
Definition of raseission 

Although there generally has been little dispute over 
what is meant by a rescission proposal for purposes of the 
matters previously discussed, there are other reasons to 
specifically define what is involved in a rescission pro- 
posal. Of particular concern is the treatment of "de facto 
rescissions' — defsrral proposals which have the effect of 
a reacisBion because they result in lapsed funds. These 
are not now expressly covered by the Act. Accordingly, we 
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would auggast that aaction 1011 ba amandad to iBcloda ■ 
dafinltlon of raaclaalon proposal which waTfaa elaaz that 
it ii)clud«a avvry typa of axacutiva action or la«ctioa that 
effectively preclude* the obligation or •xpanditura of 
budget authority and would cauaa such budget authority to 
lapaa if continued. 
Raaclaalon review period 

He have also been asked to caanent on the need to 
synchronize the rescission review period with the period 
established In section 1017 tb} for a notion to discharge 
a rescission bill or impoundment resolution which haa not 
been I'eported from comiittae at the end of 25 calendar 
days of continuous session of the Congress. Thronghout 
our involvement In the Impoundment control process, we 
have been asked from time to time to connant on the proce- 
dures by which the Congress involves its committees in the 
Impotindment process. It has been the policy of our Office 
to refrain frcMB any Involvement In this area whanaver 
possible. Determinations as to how the Congress can best 
handle its internal procedures are matters properly for 
the consideration of the Congress. 
Lapsing of budget authority 

When the Congress has completed Ita review process and 
an Impoundment has not been approved by the Congress either 
by allowing the waiting period to run in the caaa of a 
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proposed rescission or by the passage of an inqpoundment 
resolution disapproving a proposed defarralf the subject 
budget authority must be made available for cAligation 
undar sactions lD12(b) and 1013 (b) of the Act. If the 
budget authority is not than made available for obligation, 
saction 1016 empowers the Comptroller General to file suit 
to coiq>el the release of such budget authority. At present 
the Act's Intent could ba thvarted if money rejected for 
deferral or rescission lapses before we can get a final 
court order releasing the funds. Accordingly, section 1016 
should be amended to provide that budget authority that is 
required to ba released and for vhich the Comptroller 
General has instituted suit will not lapse during the 

Proqrant termination or curtailment 

You have also expressed concern over certain problems 
which might arise in connection with Executive branch 
decisions to terminate or curtail Federal pro^raata or 
activities. Termination and curtailment are not adequately 
addressed by the Impoundment Control Act. In cases such as 
the fi-1 Bomber and Hinuteman III Missile Production Programs, 
the termination of the program prior to the submission o£ 
a rescission proposal under the Impoundment Control Act 
presented the Congress with what amounted to a fait accompli . 
When a program is already curtailed, it could be vary diffi- 
cult, if not impossible, Co resume the program within the 
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original tims and cost plans 1£ th« reaciasion proposal la 
not approved. Hence, the remedy of requiring that the 
impounded funds be made available nay be undesirable and 
limits the type of meaningful congressional review intended 
by the Act. Furthemore, if the entire amount of budget 
authority affected by a program curtailment is to be expended 
for other authorised purposes, a rescission proposal does 
not appear to be required by the Act since all available 
budget authority will in fact be executed. The Impoundment 
Control Act does not apply to program curtailment or 
termination decisions as such, but only deals with budgetary 
impacts . 

Ha have previously responded to these concerns by 
suggesting a possible legislative approach to permit an 
expedited congressional review of proposed curtailments. 
Our proposal provides, a review procedure under which Congress 
could disapprove proposed curtailments within 14 days 
after they are submitted. The President would be required 
to notify the Congress of a decision to curtail those 
programs which Congress had made expressly subject to the 
congressional review procedure of the proposed legislation. 
The President could begin implementing the curtailment only 
after the expiration of the 14-day review period In which 
Congress failed to pass a concurrent resolution disapproving 
the curtailment decision. Under this approach, the review 
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procadur* would not be sal£-executlng but would apply only 
to those programs *riilcl) the Congresa has Identified as sub- 
ject to the procedure in other statutes. Thla procedure 
would afford Congress the opportilnlty to take action at the 
decision stage. It would also provide a nechanism to review 
curtailniant decisions which may not Involve impoundments 
covered by the Impoundment Control Act. 

A SOMHARY OVERVIEW 

It is our belief that the budgetary process is inextricably 
linked to improved congressional oversight and administrative 
reform. We believe that Congress, the Executive, and ulti- 
mately the Nation must strive to: 

(1) think, debate, and act with a much longer time 
horizon in mind, recognizing that the full implica- 
tions of policies will often not be felt for several 
years or even decades ; 

(2) focus more of its analysis, debate and actions on 
broad policy areas and groups of interrelated programs; 

(3} make a greater effort to analyze the affects of 

policy changes before they are enacted: along the lines 
indicated in Senate Rule 29.5; 

(4) be more specific and realistic when establishing 
goals and expectations for policies, programs, and 
administrative reforms; 

(5) provide administrators the authority and resources 
needed to make the realization of such goals and 
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expectations plausible, or ravisa than to fit tha 
available resourcas or dagraa of authority grantad; 

(6) establish evaluation and reporting procedures which 
provide policy officials clear statements by tha 
administrators on the performance of the programs 
and activities for which they are accountable; 

(7) take prompt action to make changes when needed. 

This concludes my prepared statement. We would be pleased 
to answer any questions you may have. 

Mr. MiNETA. Thank you very much, Mr. Staate. 

We do have a call of the House at this time so I think I will 
recess the hearing at this time for 20 minutes. There is a quorum 
call to be followed by a vote in 5 minutes so we will go ah^d and 
recess at this point. Thank you. 

[After recess.] 

Mr. MiNETA. The task force will reconvene. Thank you very 
much, Mr. Staats, for your patience. 

Approximately 75 percent of each year's outlays are uncontrolla- 
ble. Do you feel a multiyear budget could increase a)ngressional 
control over the buc^t? 

Mr. Staats. Yes, sir, Mr. Chairman, we do. We have been urging 
this for quite some time as one way that Congress could get more 
effective control. It is not the only way that you can deal with the 
problem of the so-called uncontrollahles, but it is one way we feel 
would help in that situation. 

Mr. MiNETA. Among the number of things that you had listed, 
sunset legislation was not one of them. Do you think that is a 
measure that might be considered? 

Mr. Staats. Yes. We have been supporting the simset concept 
More particularly we have been working with the House Rules 
Committee on the bill on which they held hearii^ just in the last 
week or 10 days. I believe it w£is introduced by Congresamcui Long 
and Congressman Derrick. We have testified in support of that bill. 
We think it is the most practical approach we have seen yet with 
regard to sunset; we do favor the sunset idea. 

Mr. MiNETA. I recall your testifying before I testified before that 
seune subcommittee. 

Mr. Staats. Yes. You eu-e quite familiar with those hearings. 

Mr. MiNBTA. One of the concerns I had about the le^lation is 
that there is no enforcing mechanism with respect to the review 
agenda that gets set by the authorizing committees. 

Mr. Staats. We were not too concerned about that. We felt the 
provision which required the committees to report their plans for 
evaluation before they got their money to operate on was one way 
to provide an enforcing mechanism. The other was it would have to 
go to the floor and could be amended on the floor. If it was felt 
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there was not an adequate progrEim of reevaluation, it would be 
amended on the floor. 

Mr. MiNETA. Yes; but if no review is accomplished by May 15, 
there is no sanction against the committee, nothing to insure that 
the items on the review agenda will actually be reviewed. 

Mr. Staats. I guess we look at it as one of those thii^ where if 
the leadership does not take a direct hand in it, no system is going 
to work, because even if you had an automatic termination of 
programs you could do a pro forma evaluation and still meet the 
technical requirements of the S. 2 concept. 

It eventually comes back, I think, to the concern the leadership 
in both Houses would have to be sure the spirit of the law is 
carried out. I am not sure there is any completely self-enforcing 
mechanism which will exist simply by writing it into the law. 

Mr. MiNBTA. On pages 12 and 13 of your detailed stetement you 
mention problems inherent in the Federal Financing Bank, and 
you say that the best way to rectify this is to put the K^B on 
budget. Would this inhibit the clearinghouse function of the FF6 
for the Government? 

Mr. Staats. I would like Mr. Havens to respond. 

Mr. Havens. I do not think it need impair the clearinghouse 
function at all. It obviously could impetir that if all the things were 
left sort of alone. But in fact, there is, I think, sufficient room for 
r^ulatory requirements on the Eigencies impiMed by OMB, Treas- 
ury, or both, to require agencies to use the FF6 whether on buc^t 
or off. So, I do not think the two objectives are in conflict at all. 

Mr. MiNETA. I have introduced legislation to take a different 
approach. My bill would put a gross limitetion on the amount of 
credit that agencies could allocate either through loan guarantees 
or through direct loans. While this does not directly limit the 
FFB's involvement in transferring loan guarantees into off-budget 
direct loans it does limit 2igencies from peu'taking in somewhat of a 
loophole in the budget process law. I wonder if you might comment 
on this approach. 

Mr. Havens. We have not studied your bill in detail, Mr. Chair- 
man. But again, I do not think the two are necessarily in conflict. 
There is certainly merit to having a separate credit bucket, if you 
will, in which limits are set on the volume of credit, both direct 
loans and guaranteed loans, and we have supix>rted and would 
continue to supix>rt the idea of some sort of systematic approach to 
allocating credit through the Federal agencies. 

Mr. Staats. We would like to study your bill a little further 
before we give you our flnal opinion about the matter. But offhand 
it does not seem to me that havii^ a credit budget or some overall 
limitetion on loans or loan guarantees would solve the problem. 
They buy the loans from the agencies and in effect they become 
direct loans. It has in effect become a direct loan program. 

Mr. MiNETA. That is one of the specific pr ovisi ons in the Chrysler 
bill, where they have a prohibition of the FFB buyii^ those loan 
guarantees. Mr. Chairman. 

Mr. GiAiMO. Thank you. General Staats, one of the thii^ I, Mr. 
Minete, and other members of the task force have been looking at 
is how to get better control over spending. How do we know what 
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we are doing, and how do we evaluate programs? Of course as you 
know there are pretty big loopholes. 

How do we handle this problem in genered? Should we concern 
ourselves with the off-budget agencies, with loan guarantees? With 
the question of treatment of the permanent appropriations, entitle- 
ments? Should they be subject to appropriations or not? We have 
tried to tighten the back doors as you know in some areas in 
contract authority and another area, borrowing authority, but it is 
still pretty wide. Should we bring these on-budget, get them all 
under control and scrutiny, or are there rezisons for leavii^ them 
the way they are? 

Mr. Staats. I have heard a number of reasons for taking agen* 
cies off-budget, but my own observation would be that in most 
cases the reason agencies or the executive branch want to keep 
them off-budget is that they feel they will, somehow, be able to get 
more money if they are not included in that budget total, because 
the focus tends to be on the budget totals and the size of the deficit 

Therefore, if they are not included in that, they do not get 
squeezed eis hard. I think that heis been true in the past, and I do 
not know why they should not be subject to the same kind of 
review. The Congress would have to recognize if there are special 
needs that would be taken into account. So we do not see any good 
case that can be made for keeping Eigencies off-budget simply be- 
cause they may have some preferred position. 

With respect to the other points that you made, we do not like 
permanent appropriations as a general proposition. We think those 
ought to be the exception. There are cases where permanent appro- 
priations are undoubtedly justified, but again those ought to be the 
exception. 

With respect to the matter of evaluation, we have been just 
discussing that in connection with sunset legislation, but we would 
like to see some way found so that there will be a systematic 
overall review of the major programs. We have been working with 
the Senate and the House and I guess where we have come out 
after all the debate, we believe something along the lines of the 
Long-Derrick bill comes close to meeting what we think is the 
practical problem. 

For example, the Senate bill did not include anything with re- 
spect to tax expenditures, for the logical retison that people would 
be concerned that there is an automatic termination of taxes. But 
under the conditions of the Long-Derrick bill, you could eliminate 
taxes where there is a direct relationship for programs where 
appropriations are made. We think this is a very important consid- 
eration. 

Teix expenditures have been incresisiiK. They are upward of $100 
billion a year. So it is important at least for tax expenditures 
which are used for the same purpose as programs for which appro- 
priations are made, that they be looked at together. The Loog- 
Derrick bill m£ikes it possible to do that in a way that does not 
meet the problem of automatic termination of tax pn^rams. You 
asked about one other program. 

Mr. GiAiMO. Entitlements, and should they be subject to appro- 
priations. Let us take the social security pn^^ram, which luu a 
permanent appropriation. 
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Mr. SocOLAR. I think they have authority to borrow into future 
appropriations when they fall short, but they do get an appropri- 
ation. 

Mr. GiAiMO. This is what I am trying to clear up. As 1 under- 
stand it, there is no discretion in the appropriation. It just has to 
be there; otherwise they have a right of action. 

Mr, SocoLAR. As I said, if they fall short 

Mr. GiAiMo. In these existing entitlements, would there be a way 
and should t^ere be a way of bringing them under annual appro- 
priations? 

Mr. Staats. I do not think that there is any practical way that 
you can effect that, except throi^h modification of the formula for 
which the entitlement is based or through some kind of sunset 
approach to it. Because if the law speciHes individuals who are 
entitled to receive certain benefits under certain conditions, I be- 
lieve those pa)rments have to be made. 

Mr. SocoLAB. There is at least one entitlement program, I think 
it is the food stamp program or the agricultural school lunch 
program, where the entitlements are reduced to the extent that 
appropriations are not sufficient to meet the full rai^e of entitle- 
ments spelled out in the organic legislation. I do not think that is a 
common practice, though. 

Mr. Staats. That would have to be written into the authorizing 
legislation. 

Mr. GiAiMo. Would you favor subjecting new entitlements to 
appropriations procedures? 

Mr. Staats. You could apply the technique that Mr. Socolar has 
referred to to new entitlements. It might be easier to accept on 
that basis. 

Mr. GiAiMO. I am told that social security is totally different. As 
I understand it, the revenues have to be automatically appropri- 
ated. 

Mr. Staats. One of the distinctions with regard to social security 
is that it is a contributory program. If a person meets the require- 
ments, he has to be paid. 

Mr. GiAiMO. Thank you, Mr. Chairman. 

Mr. Mineta. Mr. Panetta. 

Mr. Panetta. Thank you, Mr. Chairman. If we begin to bring 
more of the entitlements under the appropriations wing and we 
begin to subject more of these off-but^et items to budgetary control 
and review by the Congress, we are talking about a fairly unbeliev- 
able burden that will then be placed on authorizing committees 
plus the Appropriations Committee in addition to what we eilready 
do. It seems to me right now one of the basic problems is insuffi- 
cient time with the authorizing committees to actually go into 
review in oversight and spending the bulk of their time working on 
new legislation. 

How do you respond to that? How do you deal with the time 
factor that will be involved if indeed you are going after these off- 
buifeet items? We have a tough time to get out a budget as it is 
now, much less dealing with all the off-but^et items. 

Mr. Staats. My reaction is that the time factor and difficulty is 
really quite different with respect to the two points you have made 
as to the off-budget items. I do not see that as a major workload 
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factor. I think it can be of major Importance as far as the discipline 
process, but you are talking about a relatively small amount of 
money with respect to the total. But you could say that about a lot 
of other programs subject to that process. 

With respect to the burden that would be placed on the proeram 
for entitlement programs, that is a different problem, and I have 
not thought about it a great deal in terms of the burden side. But I 
would think offhand the more practical approach there would be to 
provide for the kind of sunset review, the reauthorization of the 
programs which would be mostly a problem for the authorizing 
committees, but that does not prevent the Budget Committees from 
expressing a strong viewpoint. 

Perhaps through the leadership, some pressure could be brou^t 
to bear, so to speak, on the legislative committees to make a 
review. But offhand, I think there would be some problem if you 
take every entitlement program and make it subject to review by 
the Bucket Committees each year. I think that could be burden* 
some. 

Mr. Panetta. In effect, would that not be the result if you were 
to reach out in any kind of approeich to bringing in all Uie other 
spending; would we not essentiEilly have to bring in all the ongoing 
spending into the review process for that year? 

Mr. Havens. In some form, yes, sir, it would be necessary to. 

Mr. Panetta. The basic problem we have is that we are having a 
tough enoi^h time based on what we have now which does not 
include all these items to try to get committees to do oversight on 
all these programs now. Then to build in all these other pn^^rams 
it seems to me will require a terrific discipline and change in the 
process in order to do it effectively. Otherwise we will be rubber 
stamping the stuff, which is part of the problem now. 

Mr. Havens. One of the things suggested as a way of coping with 
the problem of overload is the question of whether the CongresB 
needs to make decisions every year on some of the tUngs it makes 
decisions on, includii^ the thii^ it mfikes decisions on today. 
There are some things that are stable enough to permit another 
approach such as biennial budgets. 

Mr. Panetta. This is a proposal I have in. But I would be 
interested in identifying some of these areas where we could have a 
biennial budget apply. Have you identified any of those areas? 

Mr. Havens, We have not systematically examined the accounts 
to determine which ones suggest that kind of approEich. I think it 
particularly would lend itself to multiple year action in terms erf 
authorizing legislation. I think Dr. Rivlin has si^gested on other 
occasions at least that the Congress in its oversight and authoriza- 
tion process think in terms of the 2-year cycle, the congressional 
cycle, in which the first cycle is spent in oversight and the second 
authorization. So I think there are ways to cope with the overload 
problem. It is not necessarily geometrically related. 

Mr. Panetta. I think that is the way it will have to be done, 
otherwise the tendency is bo approve the status quo and focus on 
one of the controversial areeis and not on something ongoing. That 
is something we have to chemge. Thank you very much. Thank you, 
Mr. Chairman. 

Mr. MiNETA. Mr. Gephardt. 
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Mr. Gephardt. Thank you, Mr. Chairman. Mr. Staats, the GAO 
has the responsibilitiee under the Budget Act on reporting on the 
budget needs of the Congress each September 1. I wonder if you 
could tell us what reports submitted in recent years focused on and 
to what extent these reports have been implemented, to your 
knowledge. 

Mr. Havens. I will be happy to respond to that. In terms of what 
we have tended to focus on, it has changed somewhat year to year 
dependent on the issues that seem to be current in that particular 
year. But in taking the most recent report, for example, we dealt in 
the area of standardization of budget concepts and systems, dealing 
with such questions as uniform and consistent application of 
budget, accounting, and other concepts. We dealt with the need to 
steamline zero-base budgeting at the agency level, the need to 
strengthen links between evaluation and the budget process. We 
dealt with the problems we had identified in classification struc- 
tures being used by the executive branch, particularly with respect 
to the inventory of programs. We dealt with the issue of potential 
use of mission budgeting approaches in the Department of A^cul- 
ture, and cross-cutting analysis in food and r^ulatory programs. 

In terms of the extent to which these recommendations that we 
have made and summarized in our September 1 reports each year 
have been implemented, in some cases they have been and in some 
cases they have not. 

Such things as standardization of terms and definitions, I think 
we have been quite successful in achieving consensus in meanings 
of budget terms, which appear in a glossary which has been devel- 
oped. Other areas have been less successful. We have made recom- 
mendations with respect to increased use of authorization-based 
progreun as a classification structure; that has not been generally 
accepted within the executive brsuich. We have made suggestions 
as to the functional structure, some of which have been subse- 
quently adopted, not however in the broad framework that we 
originally proposied. 

Mr. Gephardt. Do you think there is an overlap of jurisdiction 
between GAO and CBO; and if so, what steps have you taken or do 
you need to take? 

Mr. Staats. We do not think there is an overlap. I think Mr. 
Havens can spell this out as to specific areas. In general, we have 
been functioning more with the legislative committees. 

Mr. Havens. It is obviously not the first time we have been 
asked the question about overlap and duplication. It arises regular- 
ly in our own appropriations hearings. Certain questions were 
raised by the Select Committee on Committees as to how the 
various support agencies might best integrate their efforts in most 
efficiently supporting Congress. A response was submitted to the 
Committee on Committees relating to how that process works 
among the four affected agencies. Between GAO and CBO, it is 
important to recognize that CBO focuses primarily on budget issues 
of interest to the Budget and Appropriations Committees. GAO has 
primarily oriented its efforts toward pn^Emis rather than budget 
accounts and has oriented its efforts primarily toward assistance in 
the authorizing committees needs for example in the estimates 
work and authorization and reauthorization process. 
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This leads us down different paths, and the way we approach 
them versus the things CBO emphasizes and the way they ap- 
proach them. 

Most recently, we received a request to estimate the tax conBe> 
guences of the windfall profits tax. In that case, we were aware of 
CBO's work producing precisely that sort of analysis. We directed 
the requestor to the CBO, informed them of the CBO report, and 
the request went away. 

We maintain very close communication with CBO and have been 
quite successful in avoiding duplication that might have arisen had 
we not maintained communication. 

Mr. Gephardt. Mr. Staats, you talked about H.R. 5858 and you 
conclude it is a better product than we started out with. Are there 
any further changes you feel would be important to make in b^in- 
ning the sunset process? 

Mr, Staats. I should preface my response by saying that we 
worked closely with the committee in developing 5858 so when we 
testified, we were testifying on a bill that was the result of a lot of 
cooperative effort between our office and the committee. I do not 
believe we had any specific suggestions with respect to further 
changes to be made in the bill. 

Mr. Havens. There were a couple of minor language changes 
that we suggested, but nothing substantive. 

Mr. Staats. We did supply information about those minor 
changes, I believe, to the committee. We would be happy to make 
them available to you. 

Mr. Gephardt. We would appreciate that. Thank you for your 
testimony. Thank you, Mr. Chairman. 

[The information referred to follows:] 

SuGCBSTBD Changes ij 

As Mr. Havens commented at the November 29 hearings, the intent of the 
requirements for information on costs and efTectiveness in the inventory and in 
committee reports can be clarified by using the following type of language: 

Sec. 4.(cXaXD) information which would facilitate comparisons between the 
costs and effectiveness of that program and other Federal pn^rams having 
similar or related objectives; 

Sec. 7.<bX4) information which would facilitate assessments of the costs or 
revenue loss and effectiveness of the prc^am or tax expenditure, compared to 
alternative methods for achieving the same purposes; 
The main reasons for making these changes were expressed by Mr. Havens in the 
testimony. To summarize: 

We want to avoid the impression that precise, quantitative measures or rtitioa 
will be developed. 

Many informational and analytical approaches and methods are available for 
use, as appropriate and practical, in the wide variety of Federal programs and 
activities. 

What should be expected is that GAO and the committees will acquire infor- 
mation from whatever sources they deem appropriate on the costs and effective- 
ness of prcgrams, put it into a form that makes it as comparable as possible, 
make what comparative analyses are needed and possible, and to present sum- 
maries of the information and analyses in the inventory and reports so that 
other can assess the relative costs and effectiveness. 
Further, we fully rect^nize the potential usefulness of such comparative infomw- 
tion to those who must make decisions on programs, but acquiring such data and 
assuring its validity will be both expensive and time consuming. Therefore, we 
suggest that inclusions of such comparative information in the inventory be viewed 
as a necessary long-term goal, which will be accomplished as programs ai« being 
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reviewed, rather than a speciHc task which muat be fully accomplished in the short- 
Mr. MiNETA. Thank you, Mr. Gephardt. In your statement sub- 
mitted for the record, Mr. Staats, you stress the importance of 
legislative savings — of strengthening that procedure. This morning 
Allen Schick suggested putting reconciliation instructions into the 
first rather than the second budget resolution. I wonder if you 
would have any comments on that idea? 

Mr. Staats. We have no studies on that possibility. I would be 
happy to have Mr. Havens comment on that, but I have to know 
more about it than I do now to say that I think it would help very 
much. I do not see how, offhand, it would resolve some of the issues 
that usually come up on the second resolution. We would be happy 
to study it further. We have a high regard for Mr. Schick, and we 
will be able to give you a better response, I think, when we know 
more fully what was in his mind when he made that suggestion. 

Mr. Panetta. Will the gentleman yield? 

Mr. MiNETA. Yes. 

Mr. Panetta. I was not here, eJthough I have teilked with Mr. 
Schick about it, generally. 

The main point is, when you come in with the second budget 
resolution and you stick it to the committees with reconciliation, 
there is an automatic reversion not to abide by it. Whereas if you 
put it in the first resolution it sends a message that the Coi^ress is 
serious about savings. The problem we hfid last time was suddenly 
the Senate put in reconciliation langu£ige in the second budget 
resolution. Our chairman felt this weis getting hit over the h^id 
when they were trying to work on it. Therefore, there was not 
much support in the House for it. 

Whereas if you did it in the first resolution it would raise a clear 
flag 

Mr. Staats. There would be a reservation to it, until the hear- 
ings are held, before you could determine if it would be successful 
or not. 

Mr. Panetta. The concern about that is that you have built in 
reconciliation when the committees have not sufficientty looked at 
this. On the other hand, we have a lot of committees that tend not 
to look at it at all if there is no hammer around. That is one of the 
problems we are facing now. 

Mr. Staats. We would be willing to give the matter a little more 
thought and supply it for the record. It is a new proposal as far as 
we are concerned. 

Mr. MiNETA. The record will be remaining open so we will be 
more than pleased to have your written comments and analysis of 
it 

[The information referred to follows:] 

Reconciuation and the Budget Resolutions 
We have discussed the question of reconciliation with Dr. Allen Schick of the 
Congressional Research Service. We are in agreement with Dr. Schick that without 
advance preparation the second resolution is too late in the budget process to 
successfully achieve reconciliation. One means of bringing about such preparation 
would be Dr. Schick's proposal to set targets for legislative savings in the first 
concurrent resolution. These could then be subsequently covered by a requirement 
in the second concurrent resolution for reconciliation on these items. Rather than 
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raconciliation in the first concurrent resolution, the proposed action would be set- 
ting target for legislative savings. 

Section 301(aK4) of the Congressional Budget Act of 1974 already has a similar 
requirement as regards revenues. It states that the Tirst concurrent resolution shall 
set forth "the recommended level of Federal revenues and the amount, if any, by 
which the agere^te level of Federal revenues should be increased or decreased by 
bills and resolutions to be reported by the appropriate committees." We believe a 
similar provision with regard to expenditures coula be ben^iciaL 

An additional matter which should be considered in discussing legislative savings 
is the need for multlyear planning and budgeting, recognizing that legislative sav- 
ings often take time. Planning uirough target setting followed by reconciliation 
within a single year's timespan can only achieve limited savings because of the 
proportion of the Federal budget that is uncontrollable in the short term. Achieving 
savmgs in such programs may require several years. These savings — as well as casta 
of new programs which can be expected to start small and grow in later years — 
need to be considered over a longer period of time. We believe that increased 
emphasis on multiyear planning and budgeting is desirable and will be necessary to 
actueve significant legislative savings. 

Mr. MiNETA. In your full statement again, starting on page 47, 
you addr^s the issue of streamlining zero-base budgeting, and 
having been an early advocate of ZBB, I would be interested in 
hearing more about this. I would also like to hear your views on 
mission budgeting and how that contrasts with ZBB. 

Mr. Havens. Mr. Chairman, in connection with zero-base budget- 
ing, I think the most important lesson that we learned in our 
study, and we would be happy to supply a copy of our report for 
the record, is that it is rather futile to attempt to impose a text- 
book, if you will, process on an ongoing organization process of 
bud^ting; that there are certain reforms that can and should be 

[Testimony resumes on p. 220.] 
[The report referred to follows:] 
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STHEAMLINIKG ZERO-BASE 
BUDGETING WILL BENEFIT 
DECISIONMAKING 



ZERO-BASE BUDGETING CONCEPT 



Zero-base budgeting (ZBB) is the now fashionable bud- 
geting process. Why fashionable? Theorists claim it strives 
to give managers all information on all alternatives to all 
programs in an organization, so the managers can decide 
whether the programs should be funded and. If so, at what 
level. Although not a recent arrival on the budgeting scene, 
ZBB has only lately been used extensively in governments 
and private business. Because of ZBB' s relative newness, 
there have been problems in its use, but there have also 
been successes. We studied these and from them came up with 
a way that most organizations can use ZBB to make improve- 
ments in their analyses and declslonmalclng. 

We also prepared our own definition of ZBB, because It 
means different things to different people. In this report, 
ZBB means any systematic budget analysis in support of deci- 
sionmaking in which managers {1) examine current objectives, 
operations, and costs; (21 consider alternative ways of 
carrying out their program or activity; and (3) rank differ- 
ent programs or activities Oy order of importance to their 
organization. This is a deliberately general definition, 
so that the details of the process do not dictate the defi- 
nition. The Clements are found in most good budgeting sys- 
tems. Generally, the organizations we studied do not liter- 
ally start from zero. Bach organization assumed a base of 
activities necessary to carry on operations. Those bases 
are considered essential and not subject to review. Instead, 
efforts are £ocused on determining priorities, analyzing 
urgent issues, and considering alternative funding levels. 

The publicity surrounding ZBB which portrays it as a 
process by which costs can be cut as well as reallocated, has 
caught the attention of politicians nationwide. The numerous 
articles, books, and seminars on the subject have, of course, 
helped fix ZBB' a position in the public eye as well. Appar- 
ently, however, the public and politicians have seen this 
budget process as if from afar, where its Intricate structure 
and interrelationships are not visible. That is, the public 
has been led to believe that ZBB cuts costs. In turn reducing 
taxes, and that all programs are justified afresh each year. 
(This Is a generalization.) 



Given this perception, relentless growth 1- , 

expenditures combined with the public's reluctance to accept 
further tax increases have led the public to clamor for 
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tighter fiscal control such as they think ZBB can provide. 
Reacting to this, politicians may see ZBB as a way of heading 
off, or reducing, widespread revolt along the lines of 
California's proposition 13 and, therefore, feel obliged 
to at least consider, if not Implement, the process. Other 
ways legislators have responded are reflected in sunset laws 
and proposals . 



Traditionally, many organizations have followed an incre- 
mental budgeting process. That is, rather than examining 
operations In depth, they budget money each year for individ- 
ual programs or activities by adjusting at the margin for 
foreseen changes, including for such things as new legisla- 
tion, projects, activities, and inflation. Critics often 
claim that incremental oudgeting thus ignores the trade-offs 
that might be revealed by deep analysis, and it thereby leads 
to excessive total spending and a misallocatlon of funds 
among programs. 

In contrast, ZBB proponents say that ZBB does not assume 
that existing programs and operations are automatically car- 
ried forward Into the future. All existing and proposed 
programs, and possible trade-offs, are considered on their 
merits, without regard to previous funding levels. As a 
result, some old programs are expected to expire while new 
ones are expected to emerge. 
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The origin of ZBB haa been traced back to at least 1924 

and probably goes back much further. As early as 19e2( the 
Department of Agriculture used a variant of 2BB to formulate 
its fiscal year 1964 budget estimates. However, branded as 
a fallurer the process was abandoned until the late sixties 
when a modern version of ZBB was successfully used by private 
businesses, its success has provided the impetus for numer- 
ous States and the Federal Government to adopt the concept 

Under the modern version of ZBB as portrayed in the 
literature, allocation of funds among activities takes place 
through a process involving several steps. 



B AS PORTflAVED IN THE LITERATURE 




First, the activities of the organization which need or 
request resources are identified. These activities are usual- 
ly referred to as decision units. For example, a decision 
unit could be an alcohollam program, the reproduction of 
pamphlets, or research and develo^ent on a specific product 
line. Second, decision packages for each decision unit are 
prepared. Decision packages containi 



-the goi 



: objectives of the activity. 
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—the consequences of not performing the activity, 
'-alternative ways of doing the activity> and 



Once decision paclcages have been prepared, they are 
ranked in descending order o£ importance and sent to the 
next higher organizational level. As decision packages ara 
sent up the organizational ladder, the manager of the next 
level may consolidate the rankings of the various progrwas 
or activities for which he or she is responsible. This 
process continues until the senior management level (in the 
case of the Federal Government, the President and hia 
staff} produces the final ranXing. Through this ranking 
process, scarce resources are presumably budgeted in an 
effici« 



ZBB ADVANTAGES: 

o Ranki programi by priority. 

o Link* planning to budgatlng. 

Q tdantlflM iltamativa way* "t carrying out bi actiWty. 

o Pratanti a varlMy of funding twrali. 



As described in literature on the subject, ZBB offers 
several advantages over traditional budgeting: ranking pro- 
grams by priority, planning in advance, identifying alter- 
native ways o£ doing and funding programs, and increasing 
managers' involvement in the budget process. 

Priority setting is an Integral part of ZBB. The liter- 
ature says all parts of the budget are supposed to be ranked 
in terms of priority to the organization. If parts of the 
previous budget are now low on the priority list, funds 
previously allocated to them can be redirected toward higher 
priority items. In contrast, under incremental budgeting, 
past decisions become part of the base budget. These may 
or may not be intended to be carried forward into future 
years. Quite often the base remains undisturbed in such 
cases because the focus is on proposed changes, with zero- 
base budgeting, hcwever, marginal programs are identified 
(regardless of whether they are part of past budgets) and 
resources can be allocated from them to higher priority 
programs. 
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Another cited advAntage to ZBB is that the planning 
and budgeting processes must be closely linked. Under incre- 
mental budgeting, an annual operating plan is often extended 
each year by continually approving the baae budget. Theo- 
retically, ZBB requires that decision packages be linked 
to the organization's long-range goals and objectives. 

The literature attributes a third important feature to 
zero-base budgeting. Alternative ways of carrying out an 
activity, including costs and benefits, are considered when 
developing decision packages. As a result, innovation is 
supposed to be fostered. This innovation coioes not from a 
special research and development group but from the rank and 
file managers who put together the decision packages. While 
the alternatives do not necessarily represent drastic changes, 
they do force managers to consider other ways of accomplishing 
the organization's goals. Under incremental budgeting, 
alternatives are not necessarily considered. 

Another reason the literature considers ZBB preferable 
to incremental budgeting is because decision packages present 
different funding levels for each program. These alternate 
levels typically Include a minimum level, which may be sub- 
stantially below the current budget, and a higher level 
that would mean expanding the program. Funding levels with 
finer gradations may be added. Having a variety of levels 
allows decisionmakers to foresee the effects of shifting 
budget allocations from one activity to another and, thus, 
facilitates the budgeting process. 

Finally, increased involvement of managers in the budget 
process is cited as advantageous. First line supervisors 
and program managers participate in the formation of their 
budgets, whereas under incremental budgeting often only the 
budget personnel put together next year's budget. Through 
the increased management involvement with ZBB, proposals are 
handled and evaluated more efficiently and allocations can be 
made more equitably, 

ZBB AS A PART OF THE FEDERAL BUDGET PROCESS 

ZBB is the most recent innovation in the executive side 

of the Federal budget process, as shQwn in the illustration 
on page 6, ZBB is used in putting together the president's 
budget documents which are sent to the Congress. In turn, 
the congressional budget process is used to create the con- 
gressional budget In the form of the acts authorizing spend- 
ing or appropriating funds ton already authorized programs. 
The acts. In turn, govern the spending of the executive 
branch, thereby affecting the agencies' ZBB results and, con- 
sequently, the next year's ZBB, 
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On the legislative sidef the most recent budget change 
was mandated by the Congressional Budget and Impoundaent Con- 
trol Act of 1974. The act introduced what is cctnnionly called 
the congressional budget process. Where before> each 
appropriations act was passed independently, now there is 
a coordinated setting oE Eunctional targets within a total 
budget goal. This is orchestrated on a legislatively man- 
dated schedule. Further discussion Is in chapter 6. 



FEDERAL BUDGET PROCESS 
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SCOPE AHD METHODOLOGY 

To determine the most useful aspects of zero-base budget- 
ing, we studied the values government and industry attributed 
to ZBB and the uses made of ZBB, The strong a-nd weak points 
o£ ZBB as perceived by these groups and the consistency of 
these perceptions among the different groups were determined. 
In addition, we identified the perceptions of the usefulness 
of ZBB to the management decisionmaking process, as well as 
the general procedures being used In icnplemenCing ZBB. 

There are a variety of research methodologies that could 
be utilized in conducting a study of ZBB. These include: 
(1) a study of archival data, (2) a laboratory experiment, 
(3) a field experiment, (4) a field study, and (5) research 
based on a survey. 

A study based on archival data requires the passage of 
enough time to develop extensive information. Further, 
the underlying process from which this data is generated 
should be stable. Given the newness of ZBB in the Federal 
Government and most other organizations, it was concluded 
that this methodology would be inappropriate for the purposes 
of this study. 

A laboratory experiment consists of controlling— in a 
laboratory setting — all of the influential factors. Experi- 
ments of this kind allow full control over the whole process, 
but often focus on a few small details. Given the need 
to focus on the broad issues associated with ZBB, this meth- 
odology was deemed inappropriate. 

Field experiments are conducted in the natural setting of 
the issue being studied and consist of controlling some of the 
key factors. While eliminating some of the problems associ- 
ated with laboratory experiments, field experiments still 
require the ability to control some factors. Therefore, due 
to some extraneous and uncontrollable factors, some issues 
are lost in field experiments. GAO has no managerial control 
over the organizations using ZBB. Accordingly, we did not 
use this methodology. 

Field studies usually consist of a few case studies. 
These studies provide indepth analysis of the Issues being 
examined, often over long periods of tine. However, it is 
difficult, if not impossible to generalize to a large popula- 
tion based on a few select studies. Also, when the data 
collection is based on observations, comparability from 
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one study to tha n«xt is often difficult to establish. B«- 
cauee a more extensive saii^le was necessary and any suggested 
iDprovements were time critical, we chose not to use this 
precise methodology. 

Survey research attempts to collect data fron a repre- 
sentative sample of the population of interest. In generalf 
a research program is constructed that Includes a sampling 
design and an interview guide or questionnaire. The data 
collection approach can be conducted in various ways, such 
as personal interviews, phone interviews, mall questionnaires 
or any combination. This type of research can accommodate a 
reasonably large sample size and allows the use of specific 
information to draw conclusions about larger populations. 
It also provides the benefit of dealing with issues In their 
natural setting. However, this method does not allow the 
Indepth analysis that can be performed by a field study. 

While all these methods have their strengths and weak- 
nesses, due to the points cited above and considering the 
resources available, the methodology chosen tor this enplrical 
study was a blend of survey and field study approaches. The 
sample selection was determined by factors discussed below. 

The study primarily involved six corporations, three 
Federal agencies, seven State governments, and one county 
government. In addition, we gathered Information from four 
congressional committees, the Office of Hanagement and Bud- 
get, other Federal agencies, and certain researchers. We 
made a telephone survey of the budget officers of (1) 10 
corporations selected at random from Fortune's first 
1,000 industrial and its first 50 retail companies, (2) 20 
other major Federal agencies, and (3) 30 State governments 
not visited. These telephone Interviews were based on a 
structured questionnaire which had both open-ended and close- 
ended questions. 

The three Federal agencies studied were the Department 
of Labor, the Environmental Protection Agency, and the Depart- 
ment of Housing and Urban Development. These agencies were 
selected partly because of their field office's participation 
in preparing ZBB packages, the seriousness and Intensity with 
which they were reported to have undertaken ZBB, and tha indi- 
cated successes that the agencies had had in using ZBB. 

The seven States visited — California, Idaho, Kansas, 
New Jersey, New Mexico, Rhode Island, and Texas — had insti- 
tuted ZBB and had actual working experience with it. The 
States represented a cross section of the country and a mix- 
ture of population, size, and industry. In addition, the 
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Proposition 13 «ctlvlty in California and connents by State 
officials prompted us to select the San Mateo County govern- 
ment, which operates a ZDB system. 

The corporations selected were American Telephone and 
Telegraph Conpany, New York Telephone, The Boeing Con^any, 
The Parsons and Whlttemore Organization, Texas Instruments 
Incorporated, and United Virginia Banksharea Incorporated. 
These large corporations were selected based on knowledge 
that they had used ZBB and represented a cross section of 
utility, manufacturing, and service-oriented companies. 
He also included some which had contractual relationships 
with the Federal Government. Actual locations visited are 
listed in appendix I. 



Legislative representatives 18 

Senior career staff in the Office of 

Management and Budget 5 

Top managers 33 

Program managers 44 

Budget officers _63 

Total 163 

In conducting the study, we 

— interviewed officials representing top management, 
budget offices, and operating organizations in all 
but three organizations visited; 



— examined budgets, Z6B rankings, and ZBB packages; 



—reviewed other documents on 
they related to the organizi 
ZBB in general; and 

—contacted congressional committees. 
Management and Budget, and certain i 
garding their views on ZBB. 
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CHAPTER 3 



Given the dlffecences in budgeting procedures, political 
interests, organizational ubjectives, and previous experiences 
among Federal and State governments and private corporations, 
we expected to find that, as groups, they would have separate 
zero-base budgeting processes and diEferent results, such as 
larger or smaller cuts to the budget. This is not the case. 
The various sectors seem to apply ZBB in similar fashion, and 
they use the results of ZBB much the same way. However, ex- 
pectations and results differ at different management levels 
within the organizations. 

This chapter summarizes our analysis of Che perceptions 
and opinions of the 163 officials, managers, and budget pro- 
fessionals we interviewed in-depth, and the 60 budget profes- 
sionals who participated in our telephone survey. Because 
these people had lilfferent experiences, not all of them could 
discuss every aspect of ZBB about which we asKed. Therefore, 
our points are based on experience-related responses. In many 
instances these people made their paints with illustrations 
or case histories. 

ZBB PROCESSES AND RESULTS SAME AHOMG ALL SECTORS 

Concerning the ZBB process, one of our misconceptions 
was that the process would differ among Federal and S.tate 
governments and private corporations. We expected this 
because private businesses have the common denominator of 
profits, which, we think, gives them an advantage in using 
cost/benefit types of analyses for ranking decision packages. 
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senior managacs in all sectors. These facte 
way managers make their decisions, thereby < 
results. In addition, 'game playing" is pri 
organizations in each sector. For example, some managers hide 
unnecessary programs or activities in their top priority pack- 
ages and some rank their *pet' projects high and someone 
else's low. 

As Ear as results, all organizations have similar 
problems. ZBB can and sometimes does reveal ways to increase 
efficiency, but more often the efficiencies or cost cuts 
are imposed by an outside action. In such cases, the organi- 
zation may or may not use ZBB in determining where to make 
the cuts. In other words, the driving force for cost cutting 
is often some outside agent like a tax revolt, a dip in the 
market, or a relentless top manager pursuing efficiencies. 

Generally, in all sectors studied, ZBB alone does not 
prove to be an effective cost reduction tool. ZBB is a 
process that is only as good as the analyses and decisions 
of the people who use it. What activities become decision 
units and how they are analyzed, and whether or not managers 
can reassign or fire people, really determine whether ZBB 
can be used to cut costs. However, often the details associ- 
ated with Che ZBB process seem to lead managers away from 
the substantive decisions that need to be made. 

On a more positive note, ZBB seents to encourage greater 
communication between individuals within an organization and 
increases their awareness of their organization's priorities. 
This is found across all sectors in roughly equal proportions. 



While the use of zero-base budgeting does not vary much 
across the sectors studied, ZBB's perceived utility within the 
various layers of management differs. (See p. 12.) Legisla- 
tive representatives. Office of Manage;nent and Budget (OHB) 
officials, top managers, program managers/corporate group 
managers, and budget officers look at ZBB differently. 

In part, these differences relate to management's differ- 
ing responsibilities, which influence the ways they use ZBB. 
Legislative representatives — as creators of our laws and as 
directly responsible to constituents — want ZBB to serve the 
voters' desires, such as cutting expenditures and making 
different funding allocations. OHB officials (responsible 
for putting together the President's budget) want ZBB to 
serve the desires of the Executive Office of the President. 
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Latelyi their dealres have been focused primarily on reducing 
the deficit. Top nanageca, who ace responsible foe carrying 
out the general policies and nanagement of the organization, 
want ZBB to give greater control, more complete Information, 
and to influence organizational priorities. Program nanagers, 
responsible to top management for the operations of their 
programs, want to influence priorities and cecelve more money 
for their programs. Budget officers, responsible for putting 
together the ocganization's budget and presenting justifica- 
tions and other budgetary information to other groups partic- 
ipating In the budget process, want ZBB to help form the 
budget and provide adequate justifications. 

Because these people have different Ideas about what ZBB 
la to be, they are frustrated and confused when it does not 

meet their expectations. 

Legialatlve repreaentativea 

Legislative representatives — State and Federal — view ZBB 
as a managerial tool, useful for the executive but not their 
branch of gouernmcnt. (There were some exceptions to this 
statement For example, the State legislators In both Idaho 
and Colorado directly use ZBB materials.) Generally, I.egl8la- 
tlve representatives also believe that the data being genec~ 
ated by ZBB is In a form more useful to the executive branch, 
rather than to the legislative branch. For example, the rela- 
tionship between legislation (authorization and appcopclatlon 
bills] and ZBB information is usually hard to discern and 
often nonexistent. 

Another point is that limited time precludes any mean- 
ingful use on their part of the massive amount of data being 
accumulated as a result of the ZBB process. Therefore, the 
information is not usable to them. It Is not cross-referenced 
to the program designations they used In making past deci- 
sions, thereby making comparisons difficult. 

Office of Management and Budget staff 

Senior career staff in OHB see the advantages in the ZBB 
information submitted to then -as generally: (1) giving them 
several funding level choices for programs and activities 
and (2) showing them the agency manager's program/activity 
priorities. However, OHB staff believe that the alternative 
program approaches presented are just old, warmed-over ideas. 
They see ZBB as very process oriented and believe the agencies 
need to do more analytical work. They also note that the size 
of submissions from the agencies is double to quadruple what 
It used to be. Huch of the information they get from the agen- 
cies is very detailed. 
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OHB officials also state that sone programs — coraplex 
ones that have nultiple objectives and involve nany organi- 
zations — do not lend themselves to 2BB. In addition, ZBB 
adds nothing where good performance measures are already 
being used to make decisions. 

Top managers 

Top managers see advantages to ZBB, and many believe the 
process will help them solve many of their problems. They 
think ZBB will increase their control over the organization 
by increasing the accountability of niddle and line managers. 
They expect accountability through information revealed and 
decisions made in the ZBB process. 

However, rather than identifying programs which are 'fat* 
and can be significantly reduced, top managers often find that 
ZBB produces justifications for additional expenditures and 
volumes and volumes of paper. Hathec than focusing on better 
ways of carrying out program objectives, they often find 
endless forms with little substance. Rather than revealing 
Issues which need careful consideration, top managers are 
often confronted with an overwhelming amount of seemingly 
useless information. They also think ZBB will give them a 
way to impose their priorities on the organization. However, 
it sometimes causes morale problems for people who realize 
suddenly that their work is a low priority. 

Some think the advantages of ZBB outweigh the disadvan- 
tages, because they can usually control how much they partici- 
pate In ZBB and because they are receivers of the paper, 
not the producers of it. Also, any excessive paper Is offset 
by the expertise they gained on the mission and operations of 
the programs and the Influence over its direction. Where 
successful in using ZBB, some top managers are elated and 
content having obtained their ZBB objectives and controlled 
the ZBB workload. (See ch. 4.] 

Program managers/corporate group managers 

The feelings of top management are not echoed by pro- 
gram managers. They see zero-base budgeting as taking 
exorbitant amounts of time from their operating activities. 
Instead of managing programs, they find themselves caught 
up more and more in the details of budgeting. 

In the belief that they have to justify their programs 
before receiving funds, they try to carry out the ZBB instruc- 
tions and to complete all the forms on time. They often find 
themselves filling out forms that do not work well Cor their 
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programs. Further, the forms call for Information that is 
not available and that their supporting functions cannot 
provide. At the same time they often are being asked to 
come up with alternative approaches to carrying out their 
programs and then find it difficult to be creative while 
imniersed in detail. 

On the more positive side, they see ZBB as an opportunity 
to affect the agency's priorities in areas outside their pro- 
gram jurisdiction and to obtain high priority and more money 
for their programs. For this objective, they want good in- 
formation on their own activities and other programs and they 
want to participate in malting ZBB decisions. 

They also find that the data being generated often is 
too much to handle. They do not have the time or capacity 

to read and/or digest the information. The important 
information often gets lost in the deluge. Many of the pro- 
gram managers believe that the process is just outright 
overwhelming. 

Program managers also become frustrated by ZBB. On the 
one handi their roles in the budgeting process have changed. 
On the other hand, the budget seems to stay the same when 
they expected it to be different, which would justify their 
added effort. 

Budget officers 

In general, budget officers have a dim view of ZBB, 
finding the whole process quite frustrating. Often, without 
warning, the functions of their jobs change. Instead of 
preparing the budget, doing issue analysis, and being in- 
volved in the decisioiunaking process, they find themselves 
becoming full-time trackers of forms and numbers. Little or 
no time is available for budget analysis because the volume 
of information prohibits anything other than a cursory review. 

Budget officers think the process begins to take over 
and become an end in itself. That is, the budgeting issues 
being considered are often ignored in order to meet deadlines, 
fill out forms, or revise numbers. The creation and re- 
creation of numbers as decisions are modified over and over 
again by managers in the different ranking sessions — seems to 
be a never-ending job. Also, they need to use ZBB in creating 
the budget documents for the Congress. When the decision unit 
list is different from the program/activity list used in the 
justifications to the Congress, the workload increases, since 
budget numbers have to be reconstructed and reconciled so they 
correspond. At the Federal level, particularly, officials 
state that this also takes away, or at least reduces, time 
available to analyze the budget. 

Where successful in using ZBB, they are happy with having 
obtained their ZBB objectives. They particularly like having 
several funding choices for each program/activity. Also, 
they see the priority listing of all programs/activities as 
.very valuable. 

In the next chapter we discuss the successes of ZBB, and 



n Google 



CHAPTER 4 
SOME ORGAHIZATIOHS USE ZBB SUCCESSFULLY 
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Many organizations studied do not successfully use zero- 
base budgeting as described in chapter 5, but that does not 
mean that ZBB is an unworkable budget process. We believe 
many lessons can be learned from organizations who success- 
fully use ZBB (although there were few of th«n in our study 
populuation) . The consistent themes are that ZBB is success- 
ful wta«rei 

al need exists which ZBB can ful- 

— Skillful streamlining and modification of ZBB takes 
place. By this we mean the plan used in implementing 
ZBB is tailored to fit the needs of the organization. 



planning. 

These themes are interrelated in the successful or- 
ganizations, but steamlining is the most important. This 
point is underscored by the fact that organizations we 
consider unsuccessful In using ZBB borrow procedures and 
Implanentation plans designed for other organizations. 

Besides streamlining, tactics for installing ZBB are 
needed. In the successful cases, sufficient time is al- 
loted for this. The result: careful planning pays off in 
less design problems and organizational discontent. Each 
step is planned, scheduled, and tracked. 
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Rather than using the indications of success set forth 
;he literature — that success is based on eliminating waste 
cost cutting — we classified success in the following wayt 



People at various levels in an organization gener- 
ally perceive the changes they made as a result 
of their ZBB experience to be successful. 

id that cost cutting and other results cannot be attri- 
ilely to a process. Many other factors affect out- 
ind measurement criteria are lacking. 



: believe they allow 



Officials in the organizations studied which success- 
fully use ZBB clearly recognized the need for some budget 
reform when they implemented ZBB. Management agreement about 
the need results in organizational cooperation when using 
ZBB. Such cooperation among members of an organization is 
necessary to any organizational change. However, recognition 
of need for reform alone does not overcome design problems 
when the use of ZBB conflicts with the organization's normal 
operations. Such conflict exists in several organizations 
which are unsuccessful in using ZBB. 

eform is one or more 
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In two successful cases, the need for budget reform is 
based on the perception that the current system Is Inadequate, 
the belief that the budget needs to be reduced, and the 
recognition of the desires of new management. In one, San 
Mateo County, California. ZBB was introduced by the new 
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county manager who was unhappy with the ongoing incremental 
budget system. He concluded that the county needed a new 
system to help control expenditures. His position was sup- 
ported by the Board of Supervisors, who had bean frustrated 
with the traditional budget process, particularly because 
they had no idea how expenses alined with program results. 

In another successful case, the new governor brought 
in ZBB at a time when budget growth needed to be curtailed. 
Any admission of new programs required budget cuts in ongoing 
programs in order to maintain a nongrowth budget posture. 

In a few of the successful cases we studied, officials 
brought In ZBB simply because they recognized Inadequacies 
in the current system. Officials in one private enterprise 
said they had an incremental budgeting system but were pres- 
sured by the need Co justify expenditures. Because of thiSf 
they began looking for more complete budget information which 
eventually prompted them to introduce ZBB. Evaluating over- 
head personnel expenses is the primary reason for using ZBB 
in The Parsons & Whlttemore Organization. In another success- 
ful case, the need to plan and control growth was the driving 
force behind the introduction of ZBB. The need to reduce 
spending or )teep it constant, however. Is not present In all 
the successful cases. 

Reducing expenses is important to some. For example, 
San Mateo County, California, anticipating the impending rev- 
enue reduction fron proposition 13, wanted a systematic proc- 
ess to help identify the least undesireable program cuts. 
Using new budget instructions — designed to use ZBB concepts — 
the county manager asked departments to submit budgets. 
Based on those submissions, two alternative budgets were 
prepared, one assuming proposition 13 would pass and the 
other that it would not. After proposition 13 passed, the 
Board of Supervisors selected their budget and finished 
it, assiwing no State aid for cuts. Subsequently, State 
aid was received and ZBB was used to add money back into 
their programs. The final budget was 83 percent of the prior 
year's budget, with the net county cost reductions occurring 
in the lower priority areas. 

Recognition of the need for better Information about 
the current activities is usually tied to the need for a 
better budgeting system to control expenses. Recognition of 
the need for better information may also be tied to training 
new managers. ZBB provides a valuable list of activities 
which gives an overview of the organization's programs. In 
other cases, the current managers need the list to fill infor- 
mation gaps and, in fact, find that it allows them to review 
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However, officials only needing and using the list of 
activities resulting from ZBB, believe they would not want 
to repeat the exercise more than once every 5 years. This 
is because there is not enough change year to year to wai 
the cost of doing ZBB when budget formulation is not the 



The most important elanent of successful ZBB use and 
the one occurring in every succesaful case is streamlining. 
By this we mean that skilled analysts reporting to top man- 
agers develop a plan to implement ZBB that is tailored to 
fit the needs and characteristics of the specific organiza- 
tion. In fashioning a plan, the ZBB process has to accorano- 
date the organization's special needs (especially the 
decisionmaking process and styles), membership of the groups 
that work on the budget and make decisions, outside pressures, 
and the organizational traditions that are not to be altered 
or challenged. 

Contrary to what la normally expected, top management 
support is not always helpful. The top manager who does not 
thoroughly understand the organization' a special needs can 
have a detrimental effect (due to inappropriate demands or 
assesanents) on the success or failure that the orcianlzatlon 
experiences in using ZBB. On the other hand, the involvement 
of a top manager who understands the organization's special 
needs and supports the use of ZBB can be very helpful. 

ZBB seems to encourage greater cc»nmunicatlon between 
Individuals and Increases their awareness of their organi- 
zation's priorities. Communication among people in various 
functions and at different levels throughout the organlzatlor 
reveals the following issues that need to be considered In 
streamlining ZBB: 

— Setting realistic ZBB objectives. 

— Determining how ZBB decisions will be made. 

— Determining incentives to be used. 

— Determining what Information Is needed. 

— Determining how best to install ZBB. 



n Google 



Officials In the successful caSes believe these itens 

are important and carefully plan ways' to handle then. Objec- 
tives must be attainable as well as fit within the franeworlc 
oC the organization's long-term strategies. 

ZBB decisions need to be In concert with the way cuc^ 
rent budget decisions ace made in the organization or the 
way officials want to make decisions in the future. However, 
as pointed out, consistency in the way decisions are made 
is equally important. 

In the successful organizations, everyone knows who has 
what decisionmaking rights. One level may have the right 
to overturn another' s decision, but that right is clear and 
recognized. One level does not feel that its toea are being 
stepped on inappropriately. For instance, in Texas Instru- 
ments Inc.> "what the boss says goes." That rule is clear 
to everyone, thus, causing no confusion. In American Tele- 
phone and Telegraph Company (ATST) different levels of 
management are given certain percentages of funding they can 
identify and add to the budget. That Is a clearly recognized 
right. 

Members of organizations unsuccessfully using ZBB becone 
confused and frustrated. The people involved seem perplexed 
by the elusiveness of the decision rules and theic lack of 
understanding about who has what rights in the decisionmaking 
process. For instance. Federal agency officials we inter- 
viewed each believe that the Office of Management and Budget 
officials do not use ZBB appropriately. They expect OHB 
officials to accept their priorities as they are submitted. 
In fact, there are no rules as to how OHB officials can or 
cannot use the ZBB submissions. Consequently, OHB officials 
use the submissions the way they see fit, which is not always 
as the agencies believe ohb should use them. 

Another very Important ZBB Item is the need for organ- 
izational incentives. In successful cases, incentives to 
cut costs or find alternative programs are part of the ZBB 
design. Since a manager' s position and compensation tradi- 
tionally are based on production or sales volume, number of 
people supervised, or number of grants or contracts managed, 
etc. , incentives to cut program size must be built into the 
ZBB process or participants will figure out ways to get 
around the process. 

An official at Texas Instruments, Inc. , stated that 
a manager must understand that he or she can win under this 
system as well as lose. A manager is rewarded who proposes 
to cut the budget by 50 percent because he or she has found a 
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better way of carrying out their responsibilities. Buti 
managers are penalized by having their funding line moved 
down a bit when something unnecessary is found in top ranked 
packages. That la designed Into the system to inhibit a 
status quo stance. 

One of the most difficult ZBB items for management is 
the balancing of Information needed between that desired and 
the anallest amount necessary. Reporting has Its burden. 
Used Ineffectively the ZBB process at times causes a night- 
marish paper mill, but this can be prevented. Officials 
in successful cases emphasize that when designing a ZBB 
process, one must define what information is essential. 
They stated that one key to successful ZBB use is to report 
only the essential information. This can be different 
amounts for different types of programs. Also, those pro- 
grams that will undergo extensive review in a given year 
require more comprehensive information development than 
those that will receive less examination. 

Officials in many organizations modify ZBB on a limited 
scale but still have problems using it. They appear to suffer 
from some internal unspoken management mandate to use a speci- 
fic ZBB design, or that another organization's design can be 
successfully transplanted. 

The importance of skilled analysts in developing the 
plan to implement ZBB cannot be overemphasized. In success- 
ful organizations, these analysts (reporting to top managers) 
design the use of ZBB and form the nucleus of the implementa- 
tion team. The desired ZBB objectives, purposes, and strate- 
gies are determined and tuned to the complexities of the 
organization. These analysts also have the support, access 
and Involvranent of top managers, who are cocnmltted to devel- 
oping comprehensive,, long-term improvement in their manage- - 
ment. This ccanblnation of high reporting level and support 
paves the way for success. 

The advice and cooperation of other organizational mem- 
bers is sought by the analysts. In some successful organi- 
zations, the design takes place before ZBB's first year of 
use. In others, this is done before the second year of ZBB, 
after an extremely difficult first year trying to use someone 
else's design. Results of that first year are collected 
and considered in their design process. Officials build on 
their experiences, other's experiences, and knowledge of 
their own organizations. They do not allow articles or books 
about ZBB to dictate their design. The design phase takes 
a great deal of thought, time, and commitment. 
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Officials in most organizations that successfully use 
ZBB concepts believe there is a need to analyze and select 
alternative program stategies before the alternative funding 
levels are determined and program priorities are set. They 
say the decisionmaking process gets too complicated if these 
processes are not done In phases. When the processes are 
simultaneous, the more substantive alternative analysis 
and evaluation loses out to the requirement to come up with 
a budget. When this happens, people are even confused as 
to what the differences are between alternative approaches 
and alternative funding levels. 
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This planning segment is conducted In the monthB before 
the ZBB budgeting segment. Duiring planning, officials in 
these organizations review and set program objectives and 
broad policy directives. They also decide what they think 
the organization's political, social, and econonic future 
environment Is likely to be. Analysis and paperwork are 
then focused on alternative ways of conducting programs and 
alternative funding levels which can be approved. 

After the broad policy review, officials In the success- 
ful organizations analyze alternative business or program 
approaches and strategies. For example, officials in one 
organization review all program and activity areas on a 
schedule. The schedule is clearly viewed as being flexible, 
thus, allowing review of issues when review seems warranted. 

In most of the successful cases, the selected ZBB program 
alternatives feed into strategymaking sessions — formal or 
informal. At these sessions, long-term as well as short-term 
program/activity strategies are devised. The program/activity 
list for displaying information during the upcoming ZBB bud- 
geting segment is agreed upon in these sessions and agreement 
is reached about which programs and activities will receive 
extensive ZBB treatment. Up to now very little paper is 
generated. 

ZBB's budgeting segment (bottom-up ) 

During the ZBB budgeting phase the successful cases 
developed an Inventory of programs, alternative program 
levels, and program priorities. This is usually conducted 
during the months following the ZBB planning segment. 

The program/activity list created in the planning stage 
is used by officials to develop the inventory of activities. 
Exactly what information will be put together for the inven- 
tory (such as activity description, objectives, measurements, 
etc.) is determined in moat successful organizations during 
the ZBB planning segment and in the design. This information 
is attached to the program/activity lists during the ZBB 
budgeting segment. The exact information developed can vary 
by the type of program, whether an extensive review is 
scheduled for that activity, and the ideas of the program 
personnel. 
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SAMPLE PROGRAM/ACTIVITY LIST 
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alternative approaches are attempted at th 

alternative funding levels are identified. 

too complicated and confuses the process. 

unsuccessful cases the unclear rules create trustratjons. 

How the different funding levels are determined varies 
among organizations, but none o£ Che successful ones literally 
started from zero. San Mateo County uses 80 percent of its 
current funding as a inininiuin and adds growth size increments 
of 4 percent each. (They tested different size increments 
and found 4 percent worked best for them.) Other organizations 
use different guidelines. 

ZBB's reassessment segment 



We found reassessment of the programs/activities to be 
continuous in the successful cases. This reassessment covers 
performance. It reflects how well operations/programs are 
going and how well things are being managed (including ZBB) . 
It is conducted by many different people, in each organiza- 
tion, i.e., economists, evaluators, planners, top managers, 
budget officers, operating program managers, etc. The results 
help determine what changes are needed, thus influencing both 
the planning and budgeting segments. 

Officials point out that timing the reassessment is 
of upmost importance. The results should feed the decision- 
making process. If they miss a deadline, a whole year can 
pass before another opportunity will arise. Also, officials 
state that reassessments of particular activities or groups 
of activities need to correspond with the decisionmaking 
used in the planning and budgeting phase. This 
jers can relate the results of the reassessment 
clsions they have to make. 
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CHAPTER 5 

EXPECTATIOMS HOT MET WHEN FORM BECOMES 
MORE IMPORTAHT THAK SUBSTAMCE 

Host organizations we studied attempted a ZBB approach 
that is too rigidr leaving little room tor variations and 
causing numerous problems. Some organizations, hcweverr use 
the streamlined ZBB approach. They use the literature as a 
guide and modify ZBB to successfully meet their particular 
needs. (See ch. 4.) 

Officials in organizations adopting the 'strict process* 
ZBB approach face many and sometimes overwhelming problems. 
The problems encountered in implementing a strict process 
approach to ZBB included inadequate planning which resulted 



1 of effort due to unrespon- 



Preliminary planning and analysis that modifies and 
streamlines tHe process to meet managerial needs Is critical 
In implementing ZBB. 

Without this planning, ZBB is less effective. For 

— The system is often inflexiblef 

— Incentives are usually not appropriate, and 

} often not Interwoven into the ZBB 



The reason officials in organizations using the "strict 
process" approach often skipped or alighted preliminary plan- 
ning was they thought they were compelled to use ZBB as 
quickly as possible. Typically, they have been told by a top 
manager to use ZBB in the next budget formulation cycle. 
Usually, not much time is available before the next cycle 
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begins. Consequently, the officials rely heavily on the 
literature when setting up their systemsi and thus they 
miss an opportunity to develop plans suited to the specific 
needs of the organization. Such systems look good on paperj 
hcweveri the 'strict process' cases we examined do not work 
well and have minimal effect on an organization' s operations. 
The ZBB process often generates excessive work, creates con- 
flicts with normal operations, and results in decisions that 
would have been made anyway, but perhaps in a different 
format. 

These hastily designed ZBB systems suffer frcra inflexi- 
bility. In some cases, we observed that the people respon- 
sible for Impionenting ZBB were unwilling to deviate frcn the 
approaches described in the literature. Also, the designers 
were reluctant to acknowledge that revisions are needed to 
correct the numerous problems troubling their ZBB process. 
Some organizations drop ZBB because they find it inflexible. 
For example, a major corporation did this because the 
'strict process' system lacked the flexibility necessary 
to make it an effective process. Likewise, a State dropped 
ZBB because intended goals and needs were not being met. 

Another planning problem is managers' failure to develop 
incentives. Incentives, which should be built into the sys~ 
tem to encourage managers to find waste and identify io^ortant 
issues in decision packages, are not present. The result is 
that managers are not enticed to make budget decisions that 
reduce costs and improve efficiency. To Illustrate this 
problem, a manager's position is frequently based on the 
nunber of employees supervised and dollar amounts of prograxa 
being managed. However, in the Federal Government there are 
very few incentives that offset the motivation to Increase 
staff and program and entice a manager to suggest program 
cuts. Thus, It is not necessarily in the best interest of 
a Federal manager to look for waste and identify important 
issues in decision packages. The new Civil Service Reform 
Act mandated a link between pay and performance for Federal 
managers and supervisers, a practice common in private indus- 
try for many years. 

Providing incentives which create an atmosphere for 
finding ways to improve the effectiveness, efficiency, and 
economies of operations is one of the keys to success. We 
believe the identification of potential efficiencies for the 
ZBB decisions would be an excellent indicator for linking 
pay to performance. 
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Br« not considered, acme highly ranked activities may not 
be feasible and lower ones necessary. Overlooking value 
judgments can also cause managers to maXe decisions which 
conflict with their ZBB processes. Many officials say that 
there Is not a legitimate role for political judgment in the 
way they have used ZBB. Failure to consider political conse- 
quences often negates the decisions made during the ZBB 
process, officials in one organization say ZBB failed for 
them because political considerations were not Incorporated 
into the budget formulation process. 



--Improve budget decisions, 

— save money, 

— describe its aecisionmaking rules. 



--time events effectively. 

For example, officials In one corporation which adopted 
a "strict process" system say ZBB cannot produce the results 
expected in their dynamic and rapidly growing organization. 
In this case, ZBB produced neither the productivity gains noc 
the cost reductions that were expected. Rather, 2BB was used 
to justify the hiring of more people for current operations. 
These results were unacceptable because top managers wanted 
to reduce their product line unit price by cutting production 
coats. Officials in another corporation that implemented 
ZBB in a similar fashion see no improvttnent In the way they 
make budget decisions- 
Managers in various State and Federal agencies also 
indicate that ZBB is unable to improve the way they make 
budget decisions or save money. Officials of one State say 
that ZBB cannot deal with complex budget issues that change 
frequently. Specifically, every time a budget assumption 
is changed, all previous estimates in the decision package 
have to be recalculated. Aside from being more costly and 
time consuming, the ZBB "strict process" approach results in 
an ineffective system that does not meet expectations, i.e.. 
Increase operational efficient and cut costs. 
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The 'strict process" approach also causes frustration. 
It Is the perception of many managers that higher level 
managers do not follow their own rules. For examplej after 
months of following ZBB rules. Federal program managers 
found that the next higher level of reviewers seoningly chose 
to ignore certain basic rules that they were required to 
follow. However, these same top level officials felt equally 
bound to follow certain other rules and, after an agonizing 
and tine-consuming effort, were appalled when the nest higher 
level) Office of Management and Budget) Ignored the rules with 
which they had to live. These officials felt frustrated by 
OHB's unwillingness to play by the eame ZBB rules they had to 
follow. 

Another problem found in organizations using the "strict 
process' approach is the inability to identify alternative 
ways of carrying out operations. Under this approach, alter- 
native analysis is conducted during the budget preparation. 
Generally, budget and program officials are unable to iden- 
tify or adequately assess alternative methods at the same 
tine they are preparing the budget, due to the excessive 
workload. They say they are inundated with forms to fill 
out and decisions to make on funding levels. Consequently, 
they cannot direct their thoughts to alternative approaches- 
Poor planning and timing can make results unuseable or 
even prevent results from being produced. For example, an 
attenpt to set interagency ZBB priorities that applied to many 
Federal agencies suffered from poor timing and poor planning. 
Because agency funding levels had already been decided, offi- 
cials did not feel it was fair to reopen and debate funding 
issues in an interagency forum. In addition) these officials 
were asked to rank small parts of various agencies' programs 
although their effect on the agencies overall efforts were not 
being considered. More fundamental to setting priorities 
among programs in different agencies is the lack of unity in 
agency missions. The interagency ZBB exercises often become 
frustrating and chaotic because of these problems. 

EXCESSIVE STAFF TIME, COMPUTER TIME, AND PAPER 

In addition to the 'strict process" zbb approach not 
generating expected results, we found organization officials 
who use this approach require more staff time, computer 
time, and paper to justify their budget than the modified 
systems discussed In chapter i. Moreover, the resources co«- 
mitted to these strict processes are considerably more than 
under previous budget processes. 
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Generally, officials using the "strict process* approach 
have strong reservations about the excessive resources being 
caunitted to ZBB. Por instance: 

— Officials in one company note that their workload 
increased substantially, requiring th«n to redirect 
1 to add 19 more staff years to do ZBB. 



--Another agency reports a 300-percent InuEease. ic 
generated over 90,000 pieces of paper to present 
4|478 decision packages for 751 decision units. Before 
ZBBi the agency's budget was presented in about 22,500 
pages. 



One Federal agency involved all Its regional offices 
and headquarters divisions during several months In a compre- 
hensive ZBB 'strict process* exercise that generated enormous 
amounts of paperwork. Agency officials commented that the 
paperwork and information generated was so overwhelming that 
It was often discarded because they did not have time to 
review it. 

The "strict process' approach requires an enormous 
amount of staff tine. One Federal agency had an almost com- 
plete turnover in its budget staff following its first year 
with ZBB, due to excessive demands. Many budget and program 
officials from all sectors have worked 12 to 15 hours a 
day, 7 days a week, for extended periods — far more than 
spent on previous budgets. In two cases, we were told by 
managers that some of their people came down with serious 
health problems, which they said were directly related to 
the workload and time demands. 

A 'strict process" approach to ZBB creates voluminous 
data requiring enormous work with numerous calculations and 
recalculations. This dictates the need for a computer. Where 
an organization's computer capacity is filled, conflicts 
occur. Por example, one Federal agency used its AOP equipment 
solely to process the zero-base budget for a week, while 
all other ADP demands were put aside. Before ZBB, this same 
agency prepared its budget manually. 
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capacity. He stated that th«y planned to ask foe new ADP 
equlpnent, based on the increased work generated by ZBB. 
Other officials report similar probleans. 

USELESS DATA AMD DUPLICATIOK OF EFFORT 

To compound the already overwhelming problems created 
by excessive staff time, computer timer and paper, the 'strict 
process' cases also suffer from useless data and duplication 
of effort. For example, some officials state that they are 
forced to rely on inappropriate and unrevealing performance 
measures. Usually these yardsticks measure facts about a 
process or activity, not how well the process or activity 
is doing. On the other hand, ZBB needs measures that show 
the activity's worth to the organization. These more refined 
measures help managers determine, during the ZBB decision- 
making process, the impact the activity has on the overall 
program. 

Officials in most of the organizations we visited com- 
plained about the lack of good measures with which to assess 
program effectiveness. For example, a State police depart- 
ment official says that their measures track the number of 
traffic accidents and violations in the patrol areas. For 
ZBB purposes, these measurements alone are not useful, because 
they do not consider variations in population and automobile 
traffic patterns within the State. Thus, State officials 
are unable to assess differences in funding levels and needs 
for police service. In these situations, managers have lots 
of infonnation, but they still feel uninformed and hampered 
in ranking ZBB decision packages. 

With regard to the use of work measurement systons in 
supporting ZBB in the Federal Government, we reported earlier 
their ineffectiveness to OMB (fpCD-78-63, dated July 24, 
1978, 'OHB Heeds to Intensify Its Work Measurement Effort"). 
He found that three of the five agencies OHB identified as 
having good ZBB submissions did not use work measurement sys- 
tems to determine staffing needs for their initial 1979 ZBB 
submissions and did not have plans to develop such systems. 

We were also told that accounting and other information 
systems also provide data which Is difficult to use in the 
ZBB process. Generally, the information provided by these 
systems is not compatible with the new ZBB data needs. Often 
the data has to be rearranged or refigured. One State delayed 
its budget process for 2 weeks while rearranging its account- 
ing data. In other cases, the accounting data is completely 
unuseable in the ZBB process because it Is recorded on an 
organizational basis instead of by program. Identifying the 
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1 advance would 



Duplication of effort is another Inefficiency we heard 
about in organizations using the 'strict process' approach to 
ZBB, He found organizations in all sectors preparing dupli- 
cate budgets. Several States prepare two budget submissions 
under different processes. The same situation exists in a 
corporation we visited. In the Federal Government, many 
different budget presentations are prepared for Presidential 
and congressional review. Before ZBB, much of the informa- 
tion used to justify an agency's Presidential budget was 
also used to prepare the congressional budget justifications. 
However, with the implementation of ZBB, these budget proc- 
esses have become less compatible and entirely separate 
submissions have to be prepared. 
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A comprehensive budget process that Includes the execu- 
tive as well as the congressional budget process hie evolved 
in the Federal Government. In addition to other separate 
processes that have been interwoven in the Federal budget 
process, zero-base budgeting has been added to the executive 
branch's part. There is much room for duplication of effort. 

Based on the responses we obtained in our studyi we have 
concluded that a large majority of the Federal agency offi- 
cials contacted were, overall, disappointed with zero-base 
budgeting. This is understandable. The barriers to reforming 
the Federal budget process are numerous and diEficuIt. The 
process is complex, stakes are high, and the resistance to 
change is strong. Only limited success can be hoped for when 
instituting a change that does not consider specific needs 
and does not span the entire budget process. 

Rather than taking the time to tailor ZBB concepts to 
Federal agencies* needs and Implementing ZBB in a tray that 
would link it with other budget processes, a "strict process" 
ZBB was added to the executive portion of the Federal budget 
process. As a result, zbb's first 2 years have created little 
change in the Federal budget process, generated only limited 
optimism for the system, and shown little success in the agen- 
cies we studied. There were nimerous other problems encoun- 
tered in implementing ZBB, as discussed in chapter S. 

Despite the many problems with ZBB, we think the concepts 
can work in the Federal Government. We were led to this con- 
clusion after analyzing the experiences of several successful 
organizations. These success stories are also the models 
from which we derive our discussion on the way we think ZBB 
can be used successfully. 

Organizations that succeeded in using ZBB use a stream- 
lined and phased planning, budgeting, and reassessment proc- 
ess tailored to the specific needs of each organization. The 
Federal budget process needs similar streamlining and phasing. 

2 and phase the Federal budget processi 
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the budget proc- 

phases need 
CD oe i:itrmi,y i.inKea ana cimeo 

— Only essential information should be reported. 

These factors are interrelated, but having uniform 
program/activity lists is critical. Without more uniform 
program/activity lists, it will be very difficult to link 
Federal planning, budgeting, and reassessment activities, 

THE PROGRAM/ ACTIVITY LISTS 
USED IN THE BUDGET PROCESS 
MEED TO BE MORE COMPATIBLE 

The program/activity lists used for presenting budgetary 
and program information in the various stages of the budget 
process should be either the same or easily cross-referenced 
to prevent duplicating information. Many sets of books are 
kept using different lists, when information is refigured 

for the different list - ■ 

errors and duplication can I 
form program/activity lists 



Three primary committee groups — the appropriationt 
raittees, the authorizing committees, and the budget cor 
— in both the House of Representatives and the Senate, 



1/Program/activity lists are called different things by dif- 
dcrent people. Accountants refer to them as their "chart of 
accounts.' Many budget officers call them 'the line items." 
Other budget officers call them "budget structures." In ZBB 
they are called the "decision-unit structures." They are 
the items listed along the left side of an exhibit used for 
budgetary purposes. Information such as budget numbers, 
number of people served, and objectives are developed and 
shown for each item listed. The lists are used to display 
information for the analysis and decision-making process. 
Ideally, the composition of such lists should reflect how 
a group wants to structure its decisions, e.g., organiza- 
tionally, functionally, legislatively, etc. In this report 
we call all such lists, "program/activity lists." 
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out the congressional budget process. The appr^riatlons and 
authorizing committees receive most of the information they 
need to prepare the congressional budget front the Federal 
agencies. 

The appropriations cocnmittees — for their work in appro- 
priating money to the agencies — mainly receive information 
in the form of agency budget justifications. These are made 
up of (1) program/activity lists developed during hearings 
and meetings with the agency officials and [2) Information 
(focusing on funding) on each program/activity item. The 
program/activity entries highlight particular issues that 
are important to the committee and the agency. Since agency 
officials consider justifying their agency budget to their 
appropriations subcommittee as their top priority, they 
want the information developed in the ZBB process to be 
useable when creating their budget justifications. 

The authorizing committees also need the assistance of 
their respective agencies. In order to project the funding 
needs (views and estimates) for their areas of interest, 
these committees need funding information that corresponds to 
the authorizing legislation and the appropriations accounts. 
Neither the budgetary information prepared for the Office of 
Management and Budget, nor that prepared for the appropria- 
tions committees, nor the accounting systems display program/ 
activity information as defined in the authorizing legisla- 
tion. Only where one budgetary program/activity list corre- 
sponds to another (is uniform or cross- referenced) can agen- 
cies easily transfer budget information prepared for one 
program/activity list to a program/activity list used for 
another purpose. 



Proqr; 


im/aotivity lists 


used by 




cecutive branch s 


erve 



: needs 



request to the Congress 
: and, in a general way, repre- 
iriorities. 0MB officials prepare the 
sing agency information prepared according 
The information used in the ZBB process 
comes from the agencies' informational systems (including 
the accounting systems) . Usually information systems are 
devised to fill a specific need and the program/activity list 
for the information system is composed accordingly. For 
instance, contrary to accounting principles and standards pre- 
scribed by the Comptroller General, 1/ many Federal accounting 
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systems merely track and control expenditures; they are not 

capable of providing other information needed by management. 
Consequently, the program/activity lists that form the basis 
of the accounting systems are based on prior years' legisla- 
tive actions, are not easily tied to the ZBB lists currently 
used in financial planning and decisionmaking. 

When executive branch officials prepare the budget for 
the Congress, 0MB and agency officials must take the ZBB 
lists submitted by the agency officials and transform the 
information on them to the program/activity lists used in 
presenting the President's Budget Appendix. One product is 
the 0KB account activity lists shown in the program and 
financing schedules in the President's Budget Appendix. 
These lists change very little team year to year, so the 
Congress can ccMipare the activities from one year to the 
next. As a result, they often reflect historical decisions 
not always relevant to the agencies' current missions and 
certainly not to the ZBB list. 

The four program/activity lists presented in the follow- 
ing pages are all used in different parts of the Federal 
budget process, at different times and by different groups. 
As you can see in the following exhibit, comparing Informa- 
tion in the different lists is not easy. The lists do not 
correspond- 



As discussed above, the various informational systons 
used in Federal budgeting do not correspond. Various budgets 
may match by chance or when deliberately built to match. How- 
ever, without consistency in the program/activity lists, the 
budgeting system in the Government becomes duplicative and 
unnecessarily burdensome. Officials in one agency say that, 
before ZBB, many of the presentations submitted to 0MB were 
also submitted to the appropriations subcommittees. This 
allowed the agency to provide its subcommittees with a pol- 
ished product. Now agency officials say that, with the ZBB 
formats, the justifications cannot be used in the agency/OHB 
interaction, and, consequently, the appropriations justifi- 
cations do not go through the extensive review process they 
once did. 

Moreover, the ZBB budget must often be transcribed into 
a new format for the President's budget presentation to the 
Congress. This, in turn, is redisplayed in a different way 
for the appropriations committees and in yet another way for 
the authorizing committees. 
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As we discussed abovei the budget presentation needs ars 
fcequently dlffecent for each of the follcwlngi (1) agency 
manaijers, (2) 0MB officials, (3) the President, (4) the 
appropriations committees, and (5) the authorization commit- 
tees. The resulting process is not only costly and cumberscne 
from a budget presentation standpoint, but it makes it impos- 
sible to have an accounting system that can support all of 
the four or five variations of budget structure without being 
overly complex and exceedingly costly. 

GAO's prescribed accounting principles and standards 
provides for two account structures. One structure is for the 
administrative control oE funds [budgetary accounts). All 
agencies have this structure and it usually follows organiza- 
tional lines. The other structure is for the recording 
of an agency's assets and liabilities, expenses, and revenues. 
In addition, the principles provide that the expense accounts 
should be on a cost basis and should be by program, function, 
project, or activity. It is this structure which should be 
alined to support ZBB. However, many agencies lack this 
structure and have to try to substitute the organizational 
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program/activity liati 

Time spent needlessly in preparing tne separate and un- 
coocdlnated budget dociiaents takes time frcn other agency 
functions. In additlonr since relationships among the various 
budget figures are sometimes extremely difficult to discerni 
the reliability of the numbers presented is difficult for 
others to assess. We believe where consistency is not pre- 
senti the Congress cannot fully use what Information is 
available in the agencies. 

Through the evolution of the Federal budget procesSf the 
agencies have primarily attended to the budgetary needs of the 
appropriations committees. Since the authorizing committees 
must participate in the congressional budget process, con- 
tinued focus on only the appropriations committees leaves 
the authorizing committees operating at a disadvantage. 



FIRMLY LINKED AMD TIMED 



A firm link between and careful timing of planning, bud- 
geting, and reassessment activities is needed in the Federal 
Government. Currently, these activities are often carried on 
by entirely different organizational units with little or no 
ccninunication among them. Moreover, the guidelines which de- 
fine these operations (laws, executive orders, 0MB circulars, 
agency regulations, etc.) pay little or no attention to the 
need to link and time the planning, budgeting, and reassess- 
ment phases so that the results feed into the decisionmaking 
process. Guidelines which direct planning, budgeting, and 
reassessment need to set firm links between them and guide 
the timing of the activities to get the best results. 

The organizations studied which successfully used ZBB 
concepts carefully phased and linked their planning, bud- 
geting, and reassessment activities. {See ch. 4.) The 
same phasing approach can be transferred to the Federal pro- 
cess. 

Setting up the phases so they are conducted at the right 
time and the results so they are available at the right time 
and in the right place requires management of the process. 
Changing directives, regulations, laws, etc. to require this 
careful timing will help. Assigning the responsibility to an 
office for setting, enforcing, and monitoring the participa- 
tion and timing within the executive branch is also needed 
to ensu 
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Planning phase 

During the planning phase. Federal objectives and broad 
policy priorities are considered and set by top nanagers — 
Joint Bconcnic Coromittee, Budget Committees, th« President and 
his Cabinet, etc. Assimptions and projections about the range 
of future political! social, and econanic situations are 
needed from various specialists, such as planners, econooista, 
and evaluators. He believe this is an essential step in 
good budget processes. After the (dijectives and broad policy 
priorities are developed, alternative approach analysis (a 
ZBB concept) can be done. Such analyses can be scheduled 
flexibly so that issues can be reviewed when warranted, but 
they should ensure review of all areas within a given nmber 
of years. Overlap and feedback between performing alternative 
approach analysis and setting objectives and broad policy 
priorities is necessary. 

Parallels can be drawn between the authorizing conmit- 
tees' oversight, which is similar to agencies' reassessments, 
and the ccmmittees' search for alternative approaches, which 
is similar to the agencies' ZBB alternative approach analyses. 
Obviously, coordinating the timing of the agencies and the 
authorizing committees efforts could result in benefits to 
both. One could support the other, l^ese types of linkage 
should be sought. 

Following these exercises the focus should be on short- 
terra strategy analysis, that is, how to conduct programs dur- 
ing the next year. Reviewing the strategy and other neces- 
sary issues can be accomplished at the same time the program/ 
activity lists are being defined. At this time (probably 
the spring of the year) agreement should be reached (between 
n4B and the agencies) on which limited number oC programs or 
activities I in ZBB terms, which decision units) will receive 
extensive ZBB treatment. Minimun funding for programs or 
activities not receiving extensive ZBB treatment should 
not be challenged in detail unless the new minimum funding 
requested is much higher than last year' s. A determination 
will need to be made each year on what information is neces- 
ary to support the extensive review and what is the roininon 
needed for the more limited review and for conprehensive 
ranking. Bxtra attention needs to be given to what informa- 
tion should be provided on those types of programs that 
present particular problems, such as multi-objective programs, 
programs where the legislation only very generally defines 
the objectives, and relatively uncontrollable programs like 
social security. The strategies become the bases for deci- 
sions made and information developed in the next phase — 
budgeting. 
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Budqatlnq phaag 

Th« budgeting phase is comprised of putting together 
next year's budget and whatever future projections are 
desired £oc analysis. The results frooi the planning phase 
are a foundation that helps provide continuity araong the 
various budget decisions made by nenbers of the agenclesi 
OHB, the appropriations comniittees, the authorising comnit- 
tees, the President, and the budget committees. During this 
phase, funding information and other descriptive information 
Is developed for each Iton on the lists set in the planning 
phase. Different amounts of Information are needed for 
different types of programs and activities. Also, whether 
the area will be undergoing extensive review or not affects 
the amount of information which will be developed. 

Creating alternative funding levels and detecminlng 
their consequences ia done by the executive branch using 
ZBB as a tool. The work of the congressional coaunlttees 
could benefit from selected presentations of limited amounts 
of this information, if the program/activity lists were recog- 
nizable by committee members. In addition, the c^erating 
program assessments need to be fed into the decisionmaking 
process during this phase. 

Uncontrollable government expenditures have been used as 
an argunent to discredit the idea that ZBB can be effective. 
For example, ZBB critics cite that in the President's fiscal 
year 19B0 budget to the Congress, 76 percent of the budget 
requested is classified as uncontrollable due to current 
law. The concept "relatively uncontrollable under current 
law' includes outlays for open-ended programs and fixed 
costs, such as Interest on the public debt and social security 
and veterans' benefits, and outlays to pay for prior-year 
obligations. 

We believe, however, that the limitations on budgeting 
uncontrollable expenditures focuses on the requirements of 
existing law and therefore mainly affects only the next 
fiscal year. This constraint need not apply to the planning 
and reassessment phases. These phases should address longer 
time frames and alternatives to the present 'uncontrollable" 
approaches. 

Reassessment phase 

This reassessment of how well the programs are operating 
and how well the management activities are working serves as 
feedback for both the planning and the budgeting phases. It 
is conducted continuously. However, results from the re- 
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decislonnaking process which will either continue, 
discontinuBi or modify a program. This could reduce paper- 
work during the budgeting segment for programs that are 
no longer justifiable or not going to be changed. 

Many organizational units around the Federal Government 
conduct research, evaluation, program analysis, etc. However, 
their activities are often uncoordinated. Their reports, 
Issue papers, etc. often arrive at the wrong place at the 
wrong time and often with unuseable findings. He reported 
earlier on the need for better planning oE the evaluation 
activities {PAI>-79-13, April 3, 1979, "Evaluation of Programs 
in the Department of Transportation — An Assessment*). He 
stated that program managers need to determine how well eval- 
uation efforts meet the needs of the various decisionmakers 
in the legislative and executive branches. Also, specific 
evaluation requirements during the planning phase should be 
organized by their priority to the organization. In addition, 
a schedule setting forth the timing requirements for evalu- 
ative information needs to be established. 

Program operations' assessments need to be carefully 
planned so they can feed results into the issues when they 
are debated, rather than after the fact. That is not easy. 
Such activity requires the careful selection oE topics for 
; and precise timing of resource applications. 

■nt is also important to overall operations 
of the Federal managerial processes, including ZBB. At the 
end of each cycle where a process is either duplicative or 
ineffective, readjustments are needed. To Icnow what adjust- 
ments are most likely to work requires a careful asi 
while the process is being conducted. 



The duplication of information will be lessened by 
the use of more uniform program/activity lists in all parts 
of planning, budgeting, and reassessment. In addition to 
reducing the amount of duplicative information, an assessment 
and periodic reassessment should be made of the specific 
information needed at each level of management for planning, 
budgeting, and reassessment. 

Officials of most organizations which successfully used 
ZBB were very careful to limit the information created to just 
essential information. It was a common mistake in the "strict 
process" ZBB cases to deluge the upper management levels with 
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Information. 0£t«n. managers could not then find what they 
needed, even if it were there. For examgle, the Congress 
does not have the time nor the inclination to plow through 
reams of ZBB materials which ar« often unclear. 

A similar assessment needs to be made for each progran 
and managerial process. What is needed at each level will 
likely ba different. For example, executive suomariea or 
digests are often all a busy top manager will have tine to 
read. But, a program manager, who has a narrower respon- 
sibility, will quite likely wish to see an entire report. 
Also, what is needed for different types of programs is likely 
to be different. In addition, the extent of review planned 
for an area affects the amount of information needed. An 
assessment of information needs considering all these factors 
should be made. 



n Google 



CONCLUSIOHSf BECOMHENDATIOMS, AMD AGENCY COMMENTS 

CONCmSIOHS 

Zero-base budgeting was publicized as a means to go 
deep within an organization to eliminate unnecessary pro- 
grams and to reexamine those things now accepted as impervious 
to criticism. It was explained as the budget process which 
would require organizations to analyze their programs from 
zero; thus, building their budgets each year from the ground 
up. This would guarantee that spending was as economic as 
possible. 

Despite these popular expectations, some organizations, 
including the Federal agencies contacted, had an overall sense 
of disappointment with zero-base budgeting. In the Federal 
Government, the new administration was anxious to get ZBB 
implemented, so rather than tailoring ZBB concepts to Federal 
agencies' needs and implementing ZBB in such a way that would 
link it with other budget processes, a "strict process" 
approach to ZBB was used for the executive portion of the 
Federal budget process. No other parts were changed. 

As a result, ZBB has created little change in the Federal 
budget process and generated limited optimism for the system 
in the agencies we studied. The problems encountered in 
implementing 'strict process' ZBB included inadequate planning 
which resulted in (1) excessive use of resources, such as 
staff, paper, and automatic data processing systems; (2) 
useless data and duplication of effort due to unresponsive 
information ayatenaj and (3) frustrations created when, 
despite ZBB, management did not cut expenditures, follow 
proposed priority rankings, or adjust programs. 

We believe that ZBB can work and should be integrated 
into the Federal budget process. This conclusion reflects 
our belief that ZBB concepts are valid but that they have 
been overshadowed by the mechanical process. These concepts- 
analyzing alternative approaches to programs, establishing 
alternative funding levels, evaluating program effectiveness, 
and determining managers' program priorities — were success- 
fully incorporated into some organizations' budget systens. 
They did not make the mistake of considering ZBB little 
more than a process. They loolced at themselves and they 
looked at the concepts, and only then did they devise a pro- 
cess — a process to suit their special needs. This spelled 
success. It can be successful in the Federal Government too. 
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We concluded from the experiences of these successful 
organizations that 2BB concepts do not all have to be carded 
out during the budget cyclci as defined In the literature and 
attempted by most. Rather, the concepts should be Incorpor- 
ated into an organization in phasesi and these are planningr 
budgeting, and reasseeament. 

The alternative approaches analysis should become part 
oC the planning phase. Decisions made In the planning phase 
should feed Into the budgeting phase. The budgeting phase 
should Incorporate the alternative funding levels and the 
determination of managers' program priorities. Comprehenalve 
information should be created for only those program^ 
activities scheduled for in-depth review. Only the mlnimim 
information needed for determining priorities should be 
created for other programs/activities. The reaaseaament 
phase should Include the program effectiveness reviews that 
feed inf ocmat ion into the next planning and budgeting phases. 
It should also include review of managerial processes, in- 
cluding ZBB. The phases can and should be tailored to the 
needs and capabilities of the agencies. 

We believe that implementing ZBB concepts into phases 
will have another benefit; providing vital links between 
the now separate Federal budget processes. The information 
fron each phase will be useful to various decisionmaking 
bodies, because the Information they use will be more con- 
sistent. This, in turn, will establish a correspondence 
between the different budget structures. 

We believe that the ultimate success of ZBB in the 
Federal Government will depend on streamlining the process 
to fit the needs of the agencies, OHB and the President, 
and the Congress. 

RECQMMEHDATIOMS 

We recommend that the Director, OHB, require the Federal 
zero-base budgeting process to be streamlined, retaining the 
basic concepts and reducing the process and paperwork 
aspects. This should include: 

— Identifying the essential information needs of each 
agency, OHB and the President, and the Congress that 
can reasonably be provided by ZBB and eliminating 
other reporting reguin 
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— Achieving agreement between 0MB- and the agencies 
during the spcing on what programs/activities will 
receive comprehensive ZBB treatment during the up- 
coming ZBB cycle. Developing comprehensive infor- 
mation for policy and prograin review only on those 
agreed upon programs/activities. Developing the 
bare minimum intocmation necessary on all other 
other programs/activities for comprehensive ranking. 

— Incorporating Elejtibility into the process so that 
agencies find ZBB advantageous in formulating opera- 
tional plans. 

— Unifying or linking the ZBB program/activity lists 
with the President's, the agencies', and authoriza- 
tions and appropriations committees' lists to the 
maxinum extent practicable and requiring agencies 
to promptly design their accounting systems to pro- 
vide data necessary to support the adopted zero-base 
budgeting structure. 

— We also believe OHB should recognize that success 
teguirea {1} clearly defined rules for zero-base 
budgeting, (2) zero-base budgeting design responsi- 
bility fixed at a sufficiently high level to bring 
about change, and (3) incentives established for 
managers to view zero-base budgeting as an opportunity 
to win. Consideration should be given to incentives 
such as (1) returning to a manager's program < f or 
congressionally approved activities) part of a budget 
cut which was recommended by him or her and accepted, 
(2) releasing a program/activity from indepth budget 
review every year, and (31 using a manager's perform- 
ance in Identifying through zero-base budgeting the 
best possible and least wasteful way of doing business 
as one of the indicators used in complying with the 
Civil Service Reform flct mandate to link pay to per- 
formance. 

AGEHCY COHMEMTS 

Comments on this report were solicited and received from 
the 17 organizations participating in the study (see app. I) 
and the Office of Personnel Management, and Office of Manage- 
ment and Budget (OHB). Below we discuss the comments ^rom 
OHB, to whom we direct our reccmunendations. All other com- 
ments are summarized in appendix IIi written comments are, 
printed in appendix III. 
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'Important in designing the Executive Branch's ZBB 
process and agree that they should continue to be 
taken into account as the agencies evolve toward 
a more streamlined process" 

They go on to say 



Hith regard to our reccaunendation to unify the prograa/ 

activity lists, OHB states the followingt 

"We believe that current OHB instructions 
to the agencies represent a more balanced approach 
than this specific recorunendation because it takes 
into consideration the need to adapt the process 
to the specific agency, which the draft acknowl- 
edges Is necessary to use ZBB successfully. OHB 
Circular No. A-115 specifies that: 

■a decision unit normally should be included 
within a single account, be classified in 
only one budget subfunctlon, and to the 
extent possible , reflect existing program 
and organizational structures that have 
accounting support. {emphasis added} 

'As you know, this was done to allow agency 
officials, who understand the unique suborganiza- 
tional structures and programs within their 
agencies, to apply their specialized knowledge in 
Identifying units and to allow for year-to-yeac 
adjustments to the units. Our emphasis upon 
having program managers identify decision units 
is, we believe, a fundamental aspect of the zero- 
base budgeting system and one that is key to Its 
success. 

"Our position has not changed. We still 
believe that to require that the ZBB structure 
correspond to the congressional budget decision- 
naking structure would place undesirable restraints 
on the management of the agencies. Nonetheless, 
when zero-base budget decision units were designed 
for use in the Executive Branch budget decision- 
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making structure, prinary effort. was given to 
designing the units to be as compatible as pos- 
sible with the two primary congressional budget 
decisionmaking structucest ( a) the app cop elation 
account structure used by the Congress in consider- 
ing appropriation and other budget authority 
requests and <b) the functional classification 
system used by the Senate and House Budget Ctm- 
mlttees in r^orting concurrent resolutions on 
the budget. 

"The two congressional budget decisionmaking 
structures do not correspond to the congressional 
authorizing legislation decisionmaking structure 
on a one-for-one basis. Nor ace they easily 
linked. The linkage between these structures is 
very complex, mainly because they are based on 
the different needs of the congressional decision- 
makers in each process. The ZBB decision units 
are undoubtedly more compatible with the congres- 
sional budget declsioninaking structures than with 
the authorizing legislation decisionmaking 



We agree with OHB that the linkage between the different 

decisionmaking structures [program and activity lists) would 
be difficult to achieve and that the entire process is very 
complex. He do not mean that one to one correspondence 13 
necessary In all cases. Linkages [cross references) should be 
created where one to one correspondence Is not desirable. 
We think the advantages of having correspondence or linkages 
would outweigh any disadvantages. As a benefit, we believe 
that the authorizing legislation, so Important in the budget 
process, would be a recognized component of the Executive's 
decisionmaking structure. 

Our reccxnmendation and the OHB comments regarding the 
program lists (or classification structures or decision 
units/packages) reflect a long-standing difference of opin- 
ion on the relationship of the congressional authorization 
process to the budget process and the nature of the classifi- 
cation structures, particularly the criteria for defining 
the basic element or entity for reporting budget data to the 
Congress. The OHB comments reflect a view that the author- 
ization and budget processes are separate. Therefore the 
central budget process, including its classification struc- 
ture, does not need to provide data to meet the specialized 
needs of the authorization process. We believe that the 
two processes are in fact linked at the program level. The 
strength of the link varies among programs. 0MB believes 



n Google 



that the appropriation account should b« the lowest level 
of the budget classification structure and that all lower 
levels should be developed and used on an ad hoc basis. OHB 
also believes the information needs of the authorization 
process should be met by the ad hoc reporting of the indivi- 
dual agencies. He believe that a broader view of the budget 
process should be used, which Is reflected in this report. 
(Another way to say it is that the process by which national 
budget priorities are set includes both the congressional 
authorization and budget processes.) We think that the deci- 
sions made and actions taken in support of the authorization 
processi such as establishing authorizations for appropria- 
tions and providing views and estimates on the President's 
budget proposals on programs, are elements that link the 
authorization and budget processes and should be provided 
for by the systems and reporting that support the budget 
process. We also believe that the basic budget classification 
structure should include the authorized programs and activi- 
ties (or groups of them). In many cases this would represent 
a subdivision of the current appropriation accounts, but in 
the case of many smaller accounts it would be a consolidation. 

Over the past few years, the needs of the authorization 
process have been handled on an ad hoc basis, by the con- 
mlttees and agencies, often with our assistance. We do not 
believe that this is the most effective way to meet what ig 
a fundamental information need. Therefore, we are disap- 
pointed that 0MB did not emphasize this need when they imple- 
mented ZBB. Hopefully OHB will reconsider its position. He 
still believe, as stated in the recommendation, that OHB 
should unify or link the zero-base budgeting program/activity 
lists with the President's, the agencies, and authorizations 
and appropriations committees' lists to the maximira extent 
practicable. 

With regard to our recommendation to establish firm links 
between the phases of the process, 0MB noted that its Circu- 
lars No. A-115 and A-117 provide guidance on coordinating 
budget development with ongoing planning and evaluation By^ 
tons and providing evaluation results relevant to the budget 
process. In 0KB Circular A-115, Section 7a(3), OHB stated 
that one Itan to consider in Issuing agency guidance ist 

"Coordination of budget development with ongoing 
planning and evaluation systems. For example, 
department planning that incorporates policy 
Initiatives can guide the definition of objec- 
tives and the ranking process. The results of 



n Google 



r«c«nt and ongoing managenent and evaluation 
atudies should be used in the analysis of alter- 
native methods of accompllBhing objectives and 
in the analysis of parfonnance." 

OHB concluded the section with the statenent thati 

"(Specific guidance directed to agency manageaent 
and evaluation staffs will be included in a naw 
managenent inprovenent and evaluation circular 
to be issued soon.)' 

The specific guidance and the only reference In OHB 
Circular A-117 about providing managenent improvement or 
evaluation infomation to the Federal budget process are 
sections 5b and c which state that, although agency evalua- 
tion systems nay serve multiple pucposesi to be effective 
in contributing to managenent improvenenti 

"They should assist managonent in the identifi- 
cation of program objectives, in providing explicit 
statements of intended outputs relative to the 
objectives, and in developing realistic perform- 
ance measares to be used in conducting evaluations. 

"They should be relevant to the budget process in 
that evaluation results should be a major input to 
allocation decisions." 



Whatever the intent of the guidance in these two 
circulars, our observation Is that agencies are not handling 
the process in phases and are having probl«ns> For example, 
they are not able to identify realistic, alternative ways 
of carrying out the programs and activities, and evaluations 
are not being effectively fed into the process. 

We believe that something more than just guidance is 
needed to actually institute the kind of changes we have 
discussed in this report. Guidance can suggest the changes 
required, but OHB needs to demonstrate the necessity of 
the changes. For example, if OHB would demand and use 
the agencies planning and reassessment information in its 
own analysis and decisionmaking, then the changes In quality 
and timing would occur as we have suggested. He still 
believe, as stated in the reonnmendation, that OHB should 
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'The draft report recommends that OHB and th« 
agencies reach agreement during the spring on the 
major programs or activities that will receive 
comprehensive zero-base budgeting treatment during 
the upcoming zero-base budgeting cyclei develop 
comprehensive Information for policy and program 
review only on those agreed upon programs or 
activitiesf and develop the minimum information 
necessary on all other programs or activities 
for comprehensive ranking. In practice. Spring 
Review is now used to reach agreement between 
OHB and the agencies on which programs or Issues 
will require special emphasis in the fall and 
the kind of Information that is to be provided. 
However, ZBB decision packages are required, and 
will continue to be required for all programs 
and activities." 

He hope OHB will reconsider the ZBB information require- 
ments and allow agencies to develop only the minima Informa- 
tion necessary for c<»iprehen8ive ranking on those programs 
which will not receive indepth ZBB review aa agreed upon 
during the spring review. OHB' s response, that it wants the 
agencies to have as much flexibility as possible, is incom- 
patible with its position that all information ia required 
and will continue to be required on all programs or activi- 
ties. The rules allow no flexibility in amounts of informa- 
tion required In preparing ZBB decision packages. All 
information must be prepared for all units. He still believe, 
as stated in the reccMnmendation, that OHB should develop the 
minimuD Information necessary for comprehensive rankings 
on all programs/activities not Identified during the spring 
for comprehensive zero-base budgeting treatment. 

' recommendation to clearly define the 

'The draft points out that there was 
ration on the part of some agency managers 
who felt that they were required to follow a 
certain set of rules for decisionmaking while the 
next higher levels, including the Office of Hanage- 
ment and Budget, Ignore those rules. It is not 
clear as to what rules are being ignored. Often 
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such statements represent a 

that higher level managers must take intt 

eldecation a wider range of options and • 

influenced by a broader range of issues. While a 
manager of a program is concerned primarily with 
the utiount of resources needed to carry out that 
progranr a bureau h«ad mjst consider that program 
in relation to the many competing programs in the 
bureau. Likewise, at each higher level the man- 
ager must consider the program in relation to the 
many competing programs at that level. 

"Ultimately, 0MB recommendations to the 
President on each program must be made in relation 
to all the Federal programs, the impact on the 
economy of various programs, and the economic 
outlook of the nation. This, understandably, can 
lead to frustration on the part of sane lower 
level managers when their programs receive a 
lower ranking in the ZBB process than they believe 
proper. Last year 0MB did try to rank sone pro- 
grams across agencies. He did this for all pro- 
grams in selected program areas (e.g., toxic 
substances) and for all programs within a narrow 
margin at the budget totals for the major agencies- 
He plan to do this again for the 1981 Budget. 

"In smunary, we agree with the general thrust 
of the report, but we also believe that current 
instructions to the agencies provide for a viable 
framework that can and shool-d be adapted to in- 
dividual agency requirements He believe that 
the addition of more strictly defined rules would 
be counter-productive; they would severely limit 
the flexibility that we both agree is essential 
to the success of ZBB." 



He stated in the report that the decisionmaking rules 
should be clear to everyone. Section 4 of 0MB' s Circular 
No. A-115 states that "zero-base budgeting should be the 
sole basis for the preparation of budget requests." He 
recognize, as cited in the OHB response, that a wider range 
of options are available at higher management levels and 
additional factors influence decisions However, all of 
this information does not have to be limited to only the 
higher levels. He are recommending that decisionmaking 
rules be clearly defined for all, to prevent confusion about 
the rules and the feeling that the decisionmaking rules are 
ignored at the higher levels. Such a move would permit lower 
level management to better understand their range of options, 
thereby eliminating many hours of wasted resources preparing 
information known to be useless. Thus, we continue to 
believe as stated in the reconunendatlon that 0MB should 
clearly define the rules for zero-base budgeting. 
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APPENDIX I APPENDIX I 

LOCATIOSS VISITED 
The study was conducted at the following locations) 

PBDERAL GOVERMMEHT i 

Departflient of Labor: 
Washington, D.C. 
Arlington, Virginia 

Environmental Protection Agencyt 
Washington. D.C. 
San Prancisco> California 
Seattle, Washington 



STATE GOVEKHHEMTS i 

California: 

Saccemento, California 
Los Angeles, California 



Kansas I 

Topeka, Kansas 
Lawrence, Kansas 



COUMTT OOVERNHEMT; 
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APPENDIX I APPENDIX I 



American Telephone and Telegraph Company) 
Basking Sidge, New Jersey 
New York, New York 



The Boeing Company: 

Seattle, Washlngtc 
Rent, Washington 



United Virginia Bankshares Incorporated) 
Richnond, Virginia 
Alexandria, Virginia 
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APPENDIX II APPENDIX II 



COMMENTS on THE REPORT 

Comments on this repotrt were solicited and received from 
the 17 organizations participating in the study (see ch. 2} 
plus the Office of Personnel Management and the Office of 
Management and Budget. Although the comments differ some- 
trhat, generally they are favorable toward the report, the 
issues as they ace discussed, and the canclusions and 
re commend at ions . 

Written comments were received from seven of the 
organizations; oral comments from the other 12. The written 
comments are printed in appendix III. Because our recommen- 
dations are to OHB, our response to to their comments are 
in chapter 7. Changes as a result of specific suggestions 
directed at clarifying issues discussed in the report have 
been Incorporated in the body of the report. 



Since organization officials were asked simply to 
comment on the report, not all respondents selected the same 
issues or general areas for discussion. The blanks in the 
chart mean the respondent did not discuss a particular 
point made by at least one other respondent. 

An overwhelming majority of the respondents (15 with 
one qualified approval agree with the report, 11 accept 
the conclusions reached, one accepts the conclusions with 
a qualifier. One respondent disagrees with the report and 
the conclusions. OMB accepts the conclusions but argues that 
it does not need to make any changes in its procedures. 

General comments about the report and its conclusions 
varied widely. They included respondents who disagreed 
and respondents who agreed that ZBB can work and should be 
integrated into the Federal budget process. Of the six who 
agreed, one qualified his agreement by saying that more paper- 
work might result. One disagreed, saying ZBB has too much 
much paperwork connected with it. Three respondents commented 
that the report presented a balanced study examining strengths 
and weaknesses of ZBB. One respondent did not think the con- 
clusions were supported by the text and that ZBB is not a 
process that the Federal sector should use. One respondent 
said that the report presented a good study, clear, and 
appropriately skeptical on the right issues. 
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APPENDIX II APPENDIX II 

Sane conmenta addressed specific issues in the report. 
The most frequently mentioned issue was whether ZBB is a 
good idea in the Federal Government. Six respondents said 
yeSr and one said no. One of the yea respondents questioned 
the application of the GAO definition to State governments. 
On the issue of whether the respondent agrees with the GAO 
concapt of ZBB, six said yes. One yes respondent pointed 
out that the concept as used by GAO was open-ended and as 
a result, perhaps too flexible. 

The issue most frequently discussed by the Federal 
agencies was whether the ZBB structure should be unified 
(not necessarily in a one-to-one correspondence as was 
emphasized in OMB'a comments] with the congressional 
decisionmaking structures. The responses were: yeSi unify; 
yes, but coordination is not now a problem; coordination 
would be difficult) yes, except as to authorizing legislation; 
and one State said yes, they should work together. One of 
the agencies took a position similar to that taken by OHB 
as mentioned earlier in chapter 7. 

OHB and one Federal agency both commented that higher 
level management does follow its own rules In the Federal 
Government. They said, however, that issues and input are 
broader at that level. Again, OHB and one Federal agency 
conmented on the question of whether ZBB should be applied 
to selected programs for indepth review and less information 
should be provided on other programs. OHB stated that during 
the spring review it already identifies programs and issues 
which will require special emphasis in the fall but that ZBB 
decision packages are required and will continue to be on 
all programs or activities. One Federal agency cc»imented 
that it was not sure of the mechanical implications of such 
a practice. In addition, the utility of ZBB for certain 
activities, for example, 'production-line* Federal activities 
was questioned. 

Three respondents, one company and two states, discussed 
the question of political pressures at the higher levels. 
The company responding pointed out that politics are present 
at the grassroots levels also and should be recognized. OHB 
and one State agreed that agency planning and evaluation 
should be tied into the budget process. OHB believes that 
it gives adequate guidance to the agencies in this area. 

One company agreed that phased implementation is a good 
idea. One agency questioned being able to use a manager's 
performance in identifying and achieving efficiency through 
ZBB as an indicator of performance, saying that games would 
be played. And, one State said that there are sCHoe risks 
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Texas Instruments 



In reply rtfer to: 
Hil1 Station 228 



United Att,ei General tccoui 
Progria Ankljiiti Division 
Mshtngton, D.Z. 20548 



e you and your staff an the my they addressed a very 
s M discusaed durji>9 the GM teaa visit to Texas 
hs ago, proper liv'enentatlon of IBS concepts In any 

a great deal of effort after Uie concepts are otll 
t the key nnigers involved In the process. This Is 

organization as larqe and coiifilei ai the Federal 

To the careful reader I fMl your 
ZBB concept. It wist be woven Into the n 
organliatlon and used as a catalyst for cl _ 
end urto Itself. Chapters * and 5 address tl 

, I have reflected on the challenge of 
> Federal Soverment process. I agree, 
I vnini II can ne ddiie aini nun* cTiiLtlvely ultH the dedicated investnent of 
tiae and effort. It nay not, however, prove effective for all sejaents at 
the Federal level - at Itast not In the same way, T>ie phased li^ieaentatton 
technique your report recomendi In Chapter 7 should Improve understanding of 

.,. —J ___... .. > ,__jj gf (fij ipprehenslOB which currently per- 

trcelved only as a non- participative cost 
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UNITED STATES ENVIRONMENTAL PROTECTION AGENCY 



DavaloiMBnt Dlvi 
Unltad States Ganeral hcc 
Huhlngton, D.C. 10548 

Daar Hr. Eachnga: 
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JIN 25 1979 
Kr. Gregory J. Miait 



■nclosad ara th* Mparuunt'i co^Bwiti on thia draft xa|iort. 
thaaa ca—aiita indieata that tha Dapaz-taant f aala tha ■■• 
pTooaaa rapEaaanta an tapcovanant ovai pcavioua budgatlng 
taoholquaa, but givan tlM, could ba la^xovad apon by In- 
corpurBting lOBa of tha raport'* auggaatlona. 
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D.a. Mput>ant of Labor 
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Mr. Havens. Zero-base budgeting has a gocxl deal of merit in the 
bucfeetsetting context, but one must approach it from the stand- 
point of the institutions as they exist eutd the decisions as they 
have to be made rather than some idealized concept. 

In terms of mission budgeting, it really deeds with a somewhat 
different question, which is, what is the structure of the decisions 
that are going to be made, and what is the way in which we 
approach those decisions, not in terms of the mechfinical structure, 
but in terms of the objective of the decision. The mission budgeting 
approach is an attempt to identify the end products that we seek 
out of a program, out of an agency, out of a policy pronouncement, 
or whatever, emd to identify how one goes about achieving that 
mission in the most cost-effective way possible. We would see Uie 
mission approach as identifying the packages that ultimately the 
executive and the Congress will have to face. 

There are basically two different ways to look at the issue: One ia 
the structures of the process, and the other is the nature of the 
decisions to be made. With missions being focused on the objectives 
and ZBB deciding what is the most important of the objectives. 

Mr. Staats. We have some problem with the way zero-base 
budgeting provisions are written. It implies you apply the same 
kind of analysis against programs that are changing as those that 
are not changing. We think a selective approach would be better 
thfin a routinized effort to put everything through ZBB. It tends to 
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be a papermill and without merit in the eyes of the people who 
have to prepare them. 

Second, it seems to us that ZBB is more of a tool for the execu- 
tive as it prepares the budget than it is for the Congress as it 
reviews the budget. Mission budgeting is more useful to the Con- 
gress than zero-base budgeting, which is put together by the agen- 
cies when they go to the President for the budgets they submit to 
Congress. 

I do not see how Congress can usefully use ZBB. I think Congress 
can usefully, through the appropriations hearings, press the agen- 
cies to the extent they have done their homework using ZBB as one 
of the ways they have analyzed their program priorities, but I do 
not see how Congress itself can use ZBB. 

Mr. MiNEFA. As mentioned, the legislative analog would be 
sunset legislation. 

In the past there have been reviews of title X of the Budget Act. 
The procedures of title X are technical in nature but taken togeth- 
er they have a significant impact on the Federal budget process. 
For purposes of general review, I would like to ask a few questions 
on the impoundment issue. Do you believe that particular provi- 
sions of title X warrant further study and review both in light of 
what has developed since adoption of the Budget Act or since the 
impoundment control issue was last reviewed, and if so, what fac- 
tors call for such a review? 

Mr. SocoLAR. I do not think it is a question of further study and 
review of those provisions. When the act was passed, there was a 
significant flurry of activity within the executive branch and 
within the Congress with regard to its application, and in the 
course of that activity and in the course of shaking down how the 
act was to be applied, a number of its provisions did present 
problems that needed to be dealt with, and I think at this time the 
act is operating fairly smoothly. But nevertheless there are some 
that might be construed as technical imperfections that should the 
occasion arise might present problems, and we think it m^ht be 
well to avoid those problems by making such technical amend- 
ments. 

Mr. Staats. I believe we have already submitted our specific 
recommendations on amendments to title X. We could repeat them 
for you or supply them for the record, as you wish. But we have 
made detailed recommendations for changes in title X to deal with 
the kinds of problems Mr. Socolar haa referred to. 

Mr. MiNETA. I think that would be helpful. 

Mr. Socolar. The Comptroller General issued a report in June 
1977 after we had had an opportunity to see how the agencies 
functioned under the act. In that report we have detailed the 
specific recommendations we think would be helpful, and they 
really have not changed. 

Mr. MiNBTA. The results of that effort, has that been submitted 
to the Rules Committee for suggestions? 

Mr. Staats. It w£is a report we submitted to the Congress, and I 
presume the Rules Committee has a copy of it. If you would like, 
we could make a copy of the entire report, or at least the part that 
relates to the proposed l^islation available for the record. 
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Mr. MiNETA. That portion would be sufficient 
[Testimony resumes on p. 248.] 
[The information referred to follows:] 



BV THE COMPTROLLER GENERAL OF THE UNITED STATES 

Review of Che Impoundment Control Act of 1974 After 2 Years 

On balance, GAO feels that the President has done a good job of implementing 
the Impoundment Control Act. GAO has had to report comparatively few unreport- 
ed impoundments, and the overall quality of impoundment reports has improved 
since the first "special message" was sent to the Congress, Nevertheless, further 
improvements can be made in the quality of impoundment reports. Recommenda- 
tions to amend the Impoundment Control Act are included, 

COMPTROLLKR GENERAL OF THE UNITED StATSS, 

Washington, D.C. 
To the President of the Senate and the Speaker of the House of Repreaentativex 
The Impoundment Control Act of 1974 was enacted in response to impoundments 
by the executive branch. This report discusses the operation of the act during its 
first 2 years and our recommendations to improve the statute. 

We made our review pursuant to the Impoundment Control Act (31 U.S.C. 1400); 
the Budget and Accounting Act, 1921 (31 U.S.C. 53); and the Accounting and 
Auditing Act of 1950 (31 U.S.C. 67). 

Copies of this report are being sent to the Director, Office of Management and 
Budget: interested congressional committees; Members of Congress; heaids of execu- 
tive departments; and other interested parties. 

Elmer B. Staats, 
Comptroller General of the United Slatm. 

Comptroller General's Report to the Congress 

review of the impoundment control act of 1974 after 2 yeabb, office of 



The Impoundment Control Act requires that all reductions of budgetary outia;* 
below levels set by the Congress be reported to the Congress and provides ways for 
the Congress to express its approval or disapproval. Impoundments not approved by 
the Congress must be discontinued. (See ch. 1.) 

Generally, the President has complied with the language and spirit of the act, 
enacted in 1974 in response to a sharp increase in presidential impoundments. 
However, some impoundments either were not reported to the Congress or were 
reported so late that the purpose of the act was frustrated, (See p. 4.) 

This report includes a number of recommendations to the Oflice of Maaagenwnt 
and Budget to improve the timeliness and the content of executive branch impound- 
ment reports to the Congress. (See ch. 2.) 

Under the act, the Comptroller General is authorized to bring suit to compel the 
release of impounded budget authority. Using this authority, GAO sued to compel 
the Department of Housing and Urban Development to release ftinds fbr the aectioa 
235 homeowner prc^am. This case ended when the Department of Housing and 
Urt>an Development released the funds before the lawsuit was decided on ita merita. 

During GAO's 2-year analysis, most impoundments concerned domestic prograini 
in housing, environmental, and community development and the eloaely related 
areas of highway and road development. Defense impoundments ranked third. 
Budget authority for science, research, and development activities was impounded 
least often. The following graph depicts how much budget authority was impounded 
during fiscal years 1975 and 1976. 
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Under the act, proposed rescissionfl — permanent withdrawals of budget authori- 
ty — require affirmative congressional action within 45 days of continuous coi^res- 
aional session to become effective. Lacking af^rmative action by the Congress, the 
impounded funds involved must be made available for obligation. Deferrals^ tempo- 
rary impoundments— stand unless either House, by simple (impoundment) resolu- 
tion, rejects a proposed withholding. Proposed rescissions have been rejected by the 
Congress more often than proposed deferrals. 

GAO's analysis points out the desirability of amending certain provisions of the 
act in order to define key terms, give the Congress more flexibility with respect to 
disapproving proposed deferrals of budget authority, and clarify certain aspects of 
its operation. Specific l^islative language for effecting the changes recommended is 
included in the report. (See ch. 4.) 

The OfTice of Management and Budget agreed with some of GAO's recommenda- 
tions concerning the content of executive branch impoundment reports and diso- 



n Google 



greed with others. (See ch. 2 for details.) The Office did not comment upon GAO's 
legislative projxwals to amend the act. (See app. VIII.) 

Abbrbviationb 
act— Impoundment Control Act of 1974, 31 U.S.C. 1400. 
Admi n. — Admin istration , 
AEC— Atomic Energy Commission. 
Agriculture — Department of Agriculture. 
AMTRAK— National Railroad Passenger Corporation. 
BIA — Bureau of Indian Affairs. 
Bldgs — Buildings. 
Comm. — Commission . 
Commerce— Department of Commerce. 
Com. Pin. & Dev— Community Planning and Development. 
Conserv . —Conservation . 
Const. — Construction . 
DOD — Department of Defense. 
DOL — Department of Labor, 
DOT— Department of Transportation. 
EDA— Economic Development Administration. 
EPA— Environmental Protection Agency. 
ERDA— Energy Research and Development Administration. 
FAA— Federal Aviation Administration. 
li^lA- Federal Energy Administration. 
FmHA— Farmers Home Administration. 
GAD — General Accounting Ofiice. 
GSA — General Services Administration. 
HEW— Department of Health, Education, and Welfare. 
H. Res. — House Resolution. 

HUD— Department of Housing and Urban Development. 
ICC— Interatate Commerce Commission. 
Ins . — Insurance , 

Interior — Department of the Interior. 
IBS — Internal Revenue Service. 
Justice — Department of Justice. 
Mgt. — Management. 
NIH— National Institutes of Health. 

NASA— National Aeronautics and Space Administration. 
NO AA— National Oceanographic and Atmospheric Administration. 
OE—OfRce of Education. 
Off.— Office. 

OMB— Office of Management and Budget. 
Pub. L.— Public Law. 
Rev. Bicent. — Revolution Bicentennial. 
S. Res. — Senate Resolution. 
State — Department of State. 
Stds.— Standards. 
Treasury — Department of the Treasury. 

Chapter 1 
introduction 

Impoundment is not new. Even in the early years of the Federal Government, the 
executive branch withheld moneys appropriated by the Congress. But only in ri 
years has impoundment become a frequently used presidential tool to c 
congressional budget plans. 

Such use of impoundment has resulted in many lawsuits by private citiMtis 
against the Government to release the impounded funds. Although the courts, for 
the most part, ordered release of such funds, impoundments became even moi* 
numerous. The Congress, therefore, wishing to reassert its control over the Federal 
budget, enacted the Impoundment Control Act of 1974 (31 U.S.C. 1400. et aeq.) to 
tighten its control over impoundments. This act gives the Congress ultimate control 
over executive branch impoundments. It requires that all impoundments be report- 
ed to the Congress and to the Comptroller General, There are two cat^ories of 
impoundments under the act: rescissions and deferrals. 
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Section 1012 of the act provides that if the President determines that a program 
will not require all or part of any budget authority, or that such budget authority 
should be rescinded for fiscal policy or other reasons — including the termination of 
authorized projects or whenever all or part of budget authority provided for only 

one fiscal year (one-year money) is to be reserved from obligation for such fiscal 
year — he is to transmit a "special message" to Congress requesting a rescission of 
the budget authority. The request must include the amount of budget authority 
involved; the appropriation account or agency affected; the reasons for the requested 
rescission or for placing the budget authority in reserve; the fiscal, economic, and 
budgetary effects; and all other related material. Unless both Houses of Congress 
act on the full amount of such a request within 45 days (of continuous session), the 
budget authority for which the rescission was requested must be made available for 
obligation. 

Swtion 1013 of the act provides for a second type of special message concerning 
proposed deferrals. This category includes any withholding or delaying of the avail- 
ability for (^ligation of budget authority within the current fiscal year (whether by 
establishing reserves or otherwise), or any other type of executive action or inaction 
that effectively precludes the obligation or expenditure of budget authority, includ- 
ing authority to obligate by contract in advance of appropriations as speciTically 
authorized by law. Such action or inaction may occur at the level of the Office of 
Management and Budget or at the departmental and agency levels. 

The deferral special message from the President contains basically the same types 
of information included in a rescission special message. However, Uie congressional 
action differs in that the President is required to make the budget authority 
available for obligation if either House of Congress passes an "impoundment resolu- 
tion" disapproving such proposed deferral at any time after receiving it. Deferrals 
may not extend beyond the fiscal year in which they are proposed. 

Provision is made in the act for impoundments that the Comptroller General 
finds have not been reported by the President to the Congress. In such circum- 
stances the Comptroller General is authorized to report the impoundments to the 
Congress and, when he does, his report is treated as having come from the Presi- 

If the Congress rejects an impoundment and the executive branch then refuses to 
release the funds, the Comptroller General can bring suit, and the United States 
District Court for the District of Columbia — the only court authorized to initially 
consider an impoundment suit by the Comptroller General — can compel the release 
of the impounded funds. 

In light of the importance of this statute, of the Comptroller General's role in the 
act's administration, and of our experiences in implementing the act since July 
1974, we believe it is appropriate to review the first 3 years of the statute^ 
operation. Our primary objectives are: 

1. To see how well the act has worked, 

2. To provide an overview of the Congress' actions under the act, 

3, To review executive branch activities in reporting impoundments, 

4, To identify areas needing improvement and to recommend appropriate amend- 

This report should be useful to the Congress and to others affected by the act. We 
hope that the suggested legislative changes discussed in chapter 4 receive favorable 
congressional consideration. They would streamline, strengthen, and clarify the act. 

In preparing this report, we reviewed all impoundments reported to the Congress 
during fiscal years 1975-76; all reports to the Congress made thereon by the Comp- 
troller General; and all opinions of this Office on the operation of the act. 

Chapter 2 



Generally, the executive branch has complied with the language and spirit of the 
act. However, it has initiated impoundments that either were not reported to the 
Congress or were reported so late as to frustrate the act's intentions. Also, while 
impoundment reports have continually been improved, further improvements could 
better inform the Congress on the nature and extent of the withholding proposed. 
Unreported impoundments 

Since July 1974, we have reported 10 impoundments to the Congress not reported 
by the executive branch. (See app. IV.C) Except for two. the executive branch has 
agreed with our reports on these withholdings. 
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In one case, the Department of Housing and Urban Development disagreed with 
our reported rescisaion proposal of section 236 (rental housing) operating subsidy 
moneys (see app. IV. C.8I. contending that such funds were not subject to the act. 
However, the courts have disagreed with the rationale supporting HUD'e view. 
Lawsuits involving the section 236 program are still in lit^ation. 

In the second instence, the Department of Transportation disagreed with our 
report of an undisclosed deferral of AMTRAK operating grant funds, (See app. 
IV.C.9.) This issue was resolved, however, when DOT released the impounded funds 
to AMTRAK without an impoundment resolution being passed. 
Timeliness of executive reports 

Under the Antidefictency Act, 31 U.S.C. 665, appropriations must be apportioned 
within 30 days of their enactment or 20 days prior to the beginning of the fiscal 
year for which the appropriation is first available, whichever date is later. 

OMB's delay in meeting this requirement has caused us to report withholdings to 
the (Jongress. On January 10, 1975, we reported that the executive branch failed to 
apportion the fiscal year 1976 appropriation for the Departments of Labor and 
Health, Education, and Welfare within the period prescribed, and that such failure 
essentially constituted impoundments that should have been, but were not, reported 
to the Congress- (See app. IV.C.2.) 

Other circumstances have arisen where apportionment was timely but where 
reserves established as part of apportionment were not reported to the Congress 
until some time later. Our reports to the Congress on the President's 18th and 20th 
special messages for fiscal year 1976 dealt with this issue. We found that funds hod 
been withheld about a month before the Congress was notified, although the act 
requires that the Congress be promptly notified of such budgetary reserves. While 
we recognize that processing impoundments through the Executive Office of the 
President takes time, a 1-month delay is unsatisfactory — especially concerning re- 
scissions, where inadequate time may remain after the 45-day period (during which 
proposed rescissions are to be considered by the Congress) for the executive agencies 
to use the budget authority because the period of time during which the fiinds are 
legally available for use will have lapsed. 

Delays in reporting impoundments do not comply with either the language or 
spirit of the act. Al^, the Antideficiency Act and the Impoundment Control Act 
prescribe clear guidelines on apportioning budget authority and reporting budgetary 
reserves. We recommend that the Director of 0MB expedite the report processing to 
avoid recurrence of these prc^lems, 
0MB comment and our evaluation 

OMB's response to this recommendation was that delays in reporting impound- 
ments occur when it "batehes" proposed rescissions and deferrals togeOier in one 
report rather than send each item to the Congress separately. To do otherwiM 
would, in OMB's view, impose an unnecessary paperwork requirement on the Presi- 
dent and the Congress. 

While we recognize that, to some degree, the speed in reporting routine matters to 
the Congress should be balanced against administrative efTlciencies, we believe that 
not all delays are the result of "hatehing" for administrative convenience. There- 
fore, we urge 0MB to place greater weight on the needs of the (Congress to receive 
timely reports. 
Quality of reports 

As is expected with implementing any new statute, there is an initial period when 
difficulties are encountered or new, experimental techniques are applied. The Im- 
poundment Control Act proved no exception, and consequently OMB's early im- 
poundment reports needed improvement. 

We discussed with 0MB how those reports could be improved. OMB readily 
cooperated. For example, it now indicates the period of availability of impounded 
funds and gives more information about proposed withholdings. However, additioaal 
improvements are needed. 
Deferral ending dates 

The reports should provide the expected ending dates of proposed deferrals. &ich 
information is particularly importent in the case of annual budget author!^ with- 
held for part of a fiscal year, because we must decide when the deferral may bectnne 
a de facto rescission proposal — when too little time will remain in which to use the 
funds, thereby necessitating reclassifying the proposed deferral action to accord 
with the fact that the funds involved will not be obligated. Section 1013 of the ut 
indeed requires an indication of "the period of time during which the budget 



authority is proposed to be deferred." Presently, however, no specific dates are being 

given, (In ch. 4 we further address this matter and propose that the Congress 

require this information.) 

0MB comment and our evaluation 

0MB disagreed with this recommendation on the basis that no one is certain 
when many partial-year deferral will end. 

We think thero ts a finn statutory basis for including such information in deferral 
messages. Moreover, a date, even if it were estimated, should be provided. In our 
view, this practice would aid GAO and responaible committees in their oversight of 
affected pri^ams and, therefore, offsets any incidental burden resulting from the 
need to submit supplementary reports as release dates become more clear. 
Noting prior impoundments 

0MB should state whether there have been previous impoundments proposed for 
each program in which withholdings currently are proposed. Such information 
should help the Congress because knowing the prior history of withholdings would 
enable it to identify and more closely examine programs that have been the subject 
of repeated impoundment requests. OMB agrees with this recommendation. 
Reporting "add-ons" 

Impoundments of congressional "add-ons"— amounts appropriated for programs in 
excess of executive branch funding requests — should be identified in the message. 
Such information helps to identify where the act possibly is being used to reinstitute 
executive branch fiscal policy that the Congress, Uirough the appropriations process, 
has already rejected. We have been asked for such information on a number of 
occasions by congressional staff members. 
OMB comment and our evaluation 

OMB agreed to include this information when the "add-on" influences the deci- 
sion to propose an impoundment. OMB did not agree to the recommendation when a 
proposed impoundment has a substantive basis and is only coincidentally part of the 
add-on." 

Under the act, we aro responsible for reviewing impoundments and, in the case of 
deferrals, stating whether thero is a legal basis for the action taken. In this light, 
we think impoundments of all "add-ons should be identified since we may disagree 
with OMB on whether a substantive basis, other than the congressional action in 
legislating the "add-on," exists for a proposed impoundment. 
Identifying responsible officials 

Because congressional staffs often contact us for information on the status of 
impounded budget authority, OMB should identify, for each withholding, cognizant 
executive branch officials who can be readily contacted to clarify or further explain 
a proposed withholding. 
OMB comment and our evaluation 

OMB does not agree that this information is needed because concerned congres- 
sional committees know the budget officers for each program. OMB says budget 
officers are the individuals who can best represent the policies underlying an 
impoundment. 

In view of the fact that many inquiries come from Members of Congress who may 
not be assigned to a committee having jurisdiction over a program affected by 
impoundment, and since such Members or their staffs may not know what budget 
officers may be responsive to their questions, furnishing this information would be 
particularly helpful. 
Conclusions 

On balance, we think the executive branch has done well in implementing the 
act — we have had to report comparatively few unreported impoundments. Although 
the overall quality of impoundment reports has improved since the first special 
message was sent to the Congress, further improvements can be made. 
Recommendations to the Director, OMB 

In summary, we recommend that the Director of OMB 

Expedite the processing of impoundment roports. 

Indicate the proposed duration of paitial-year deferrals. 

Indicate whether there have been provious impoundments proposed for each 
program in which withholdings currently aro proposed. 

Indicate whether congressional "add-ons" are the subject of impoundments, and 



Identify ct^nizant executive branch officiaU who are familiar with each proposed 

impoundment. 

Chapter 3 



Since July 1974. we have sent to the Congress three 2&<iay letters pursuant to 
section 1016 of the act indicating our intention to file suit in order to terminate 
impoundments. These letters concerned a number of HEW health services pro- 
grama, the HUD section 236 (rental housing) program, and the HUD section 235 
(homeownership) prt^ram. The HEW suit was not necessary because the funds were 
made available. The 236 suit became unnecessary because court ordera prevented 
HUD from releasing the funds — these funds are no longer impounded by executive 
branch action. (See app. IV, D.) 

The HUD section 235 suit, however, was initiated. In this case, Staati v. Lyna, 
issues ranged from the construction of the act to the constitutional role of GAO in 
the Government. (App. VII presents a detailed chronology of our lawsuit against 
HUD and OMB.) 

The issues presented for judicial decision concerned not only whether GAO could 
constitutionally sue to have the act enforced, but also whether the Congress could 
require the executive branch to execute the law — ultimately, whether the act was 
enforceable as written. Attending these complex issues were other arguments cen- 
tral to the scope and operation of the act. As expected, this case drew attention not 
only from Members of Congress but also from those interested in constitutional law 
and the operation of the Government. 

Although the case was briefed thoroughly on both sides, a judicial opinion on the 
merits was not obtained. Late in the briefing stages of the lawsuit, HUD released 
the impounded funds and reinstituted the HUD section 235 program. Shortly there- 
after, the court agreed to dismiss the action on the grounds of its having been 
mooted by the release of the budget authority. 

Chaptbb 4 

areas of dimculty in administehing the act 

As indicated in chapter 1 and summarized in appendixes II, III, and VI, we have, 
since passage of the act. reviewed many impoundments and issues related to the 
act's interpretation and implementation. In carrying out our responsibilitiee under 
the act, aa well as monitoring the executive branch's implementation of the act, we 
have identified areas of difficulty in the act's administration. Some of these difficul- 
ties have caused recurring problems. 

By and large, we believe the basic elements of the act are sound. However, it can 
be strengthened, streamlined, and, in some respects, clarified. In a letter dated 
November 30, 19T5. to the Chairman of the House Committee on the Budget, we 
noted some of the difTicultiee we have had in carrying out our responsibilities under 
the act. (See app. VI.) We have since reviewed the recommendations made at that 
time and have identified additional matters that merit attention. 
Recommendations to the Congress 

Set out below is a section-by-section discussion of the amendments we recommend 
that the Congress make to Uie Impoundment Control Act. (App. 1 is a draft bill, 
that, if enacted, would effect these changes.) 

SECTION 1001 

Recommendation: Repeal Section 1001 

Section 1001 was enacted to make clear that passage of the act was not intended 
to affect: (1) constitutional claims of the President or the Congress on impoundmmt 
powers. (2) pending lawsuits challenging impoundments, or (3) laws mandating the 
expenditures of budget authority in response to previous impoundments. 

Section 1001 was a transitional provision whose objectives have been realized and, 
therefore, repealing it would not affect the act. For example, the lawsuits that were 
pending at the time of the passage of the act have now ended, the Preeident 
generally is complying with those laws requiring the expenditures of funds, and the 
constitutional impasse between the Congress and the President over the power to 
impound that precipitated passage of the act in the first place has abated. Accord- 
ingly, there is no reason that section 1001 need be retained. 
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Furthermore, the disclaimers of section 1001 have been variously interpreted. 
Whatever — if any— purpose they still serve would be clarified >^ amendments to the 
main body of the act. 

SECTION 1002 

Recommendation: Amend the Antideficiency Act to eliminate the requirement that 
impoundments initialed pursuant to its provisions be reported under the act 

Requiring that all withholdings of budget authority, regardless of their reason, be 
reported under the act has caused the eicecutive branch, the Congreas, and this 
(HTice to process, review, and deal with many routine fmancial transactions. As 
shown in app. I. 157 routine deferrals (not including supplementary reports) have 
been reported since the statute's enactment. The l^islative history of the act 
clearly shows (1) that it was not these routine impoundments that gave rise to the 
act but, rather, it was those impoundments for which no statutory basis existed and 
Tor which the I^esident claimed an undefined and disputed inherent aulJiority to 
impose and (2) that the Congress did not intend to question those withholdings of 
budget authority that were authorized by specific laws. Thus, the requirement tc 
report routine Antideficiency Act impoundments (and any deferrals authorized by 
other statutes! should be eliminated. 

Although such impoundments should not be reported formally, this Office would 
still be free to take those steps necessary to assure that all policy-based impound- 
ments are reported to the Congress pursuant to the procedures of the act that 
empower us to send messages where the President should but does not. 

SBcnoN 10 11 
Recommendation 1: Amend the definition of "deferral" 

Consistent with our view that section 1013 should only be used when the Presi- 
dent proposes to withhold funds without specific statutory authority — as is provided 
under the Antideficiency Act or other laws relating to a particular program— the 
definition of "deferral" should be revised to eliminate coverage of all temporary 
impoundments. Rather, the definition should specify that deferrals to be reported 
under section 1013 should only be those temporary impoundments that are without 
statutory basis — typically, the so-called fiscal policy and program implementation 
deferrals. 
Recommendation 2: Amend section 1011 to define "rescission proposai" 

While, for the most part, there has been little dispute over what is meant by 
"rescission proposal," the act should, nevertheless, be amended to make clear what 
exactly is involved in a rescission proposal— that is, every type of executive action 
or inaction that effectively precludes the prudent obligation and expenditure of 
budget authority. One immediato benefit of deflnii^ this torm is to include in the 
definition "de facto rescission proposals," which are not now expressly covered by 
the act. 

Recommendation S: Amend the act ao that rescission proposals pend for SO calendar 
days rather than for i5 days of continuous congressional session 

The existing provisions allowing for rescission proposals to stand for 45 days of 
continuous session cause significant extensions ol proposed rescissions which are 
ultimately rejected by the Congress. Much of this extended time is the result of 
congressional recesses which, in some cases, have resulted in funds rejected for 
rescission lapsing because too little time remained in which to use the budget 
authority involved. Our Analysis of all rescissions submitted during fiscal years 1975 
and 1976 discloses that operation of the 45 day provision has allowed withholdings 
pending rescission to average SO calendar days. 

Instead of the present provisions, we suggest that withholdings pending rescission 
be permitted for 60 calendar days from the date an impoundment is reported to the 
Congress. This will allow all parties to the impoundment proc««B — the Congrew, the 
executive branch, and this Office — to determine immeaiately the latest date on 
which withholdings pending rescission approval must cease. 

RecomTnendation i: Section 1011 should be amended to define a "Rescission Resolu- 
tion " that can specifically reject a rescission proposal 

Because "46 days" is provided to obtain approval (tf proposed rescissions, most of 
those involved with the act have been concerned tiiat there is no clear way to 
determine when the Congress has "completed action" on a rescission bill. The 
consensus appears to be that 45 days of continuous session must pass before a 
rescission request is actually rejected. To avoid this, the part of section 1011 that 
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defines "rescission bill" should be amended to allow direct, afTirmative denial of 
proposed rescissions. (See our March 5, 1976, letter to Senator Hollings, app. VI.) 
Recommendation 5: Amend section 1011 to allow for partial impoundment resolu- 

Presently an impoundment resolution must be on an "all or nothing" basis — the 
Coi^ress cannot reject part of a deferral. We think the Congress should be able to 
determine how much of a deferral can stand without being required to accept or 
reject the amount in total. This would make the impoundment resolution procedure 
consistent with the rescission bill procedure (wherein the Congress can accept all or 
part of a proposed rescission). 

Of course, a problem would arise when the two Houses act differently on the same 
deferral. Two possible solutions would be to give effect to the wishes of the House 
that acts first, or give effect to the lesser of tSe two amounts approved for deferral. 
We favor the latter because it does not give rise to any uncertamty retarding how 
much of a proposed deferral has been rejected. 

1011. 1012, AND 1013 

should be 

In regular appropriation actions, the Congress primarily provides specific 
amounts of budget authority for programs. Under the act, the President then can 
propose permanent or temporary withdrawals of budget authority against each 
specific program. 

In contrast, budget authority provided by continuing resolution is mainly based 
upon the rate of prior program activity or upon a number of general conditions. 
Such budget authority does not ordinarily extend to specific amounts for specific 
prtwrams. Because of its temporary nature, continuing resolution authority is ex- 
cluded from the time constraints for apportionment of budget authority. 

We have had difficulty in applying the act to continuing resolution budget author- 
ity. In order to determine how much is being withheld, amounts provided under a 
continuing resolution must be regarded in precisely the manner that amounts 
provided by regular appropriations are viewed — that is, as both the maximiun and 
n level of funding available for the program. As we understand it, the 



House views continuing resolution authority as maximum amounts to be expended 
sparingly while the Senate feels that spending should proceed at the full rates 
authorized. The executive branch rarely has proposed a rescission of continuing 
resolution budget authority. Deferrals frequently proposed seem baaed generally 
upon a policy of waiting to see what the Congress finally does in the regular 
appropriation acts involved. Whether a rescission or a deferral is proposed, its 
status is tenuous since it is often elTectively cancelled by the regular appropriation 
action taken. 

Because of these difficulties and the absence of agreement by the two Houses of 
Congress, we suggest excluding from the act budget authority provided under con- 
tinuing resolutions. Adopting this recommendation would not significantly affect 
the act's operation since the new congressional budget procedures will probably 
result in fewer continuing resolutions. 

SECTION 1012 

Recommendation: Amend section 1012 to indicate that another meant exists by 
which rescission requests may be rejected 
As noted in our discussion of section 1011, the act should be amended to allow f»r 
explicit rejection of a rescission request by a means other than by waiting 45 dam. 
Accordingly, subsection (b) of section 1012 should be amended to provide specifically 
for rescission disapproval procedures which, if carried out before expiration of the 
ass^ned waiting period, would require immediate action to make the funds involved 
available for obligation. 

SECTION 1013 

Recommendation 1: Amend section 1013 to exclude the requirement far reporting 
deferrals authorized by law, or deferrals for administrative or routine purpoatM 
The legislative history of the act suggests that the Congress' interest was to 
require reports only on those deferrals which represent fiscal or program policy 
differences between the executive branch and the Congress and not those authorised 
by law. The wording of section 1013, however, covers all deferrals, thereby including 
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those that are authorized by other statutes as well as those which are purely 
routine or administrative. OMB's policy has been "when in doubt, report." Conse- 
quently, of the 277 deferrals reported as of September 30, 1976, 157 were generally 
routine delays that could be expected to be snuUl, Three of these deferrals (D76--13, 
D76-39, and D76-11DI were overturned by an impoundment resolution, while, of the 
120 policy deferrals proposed. 37 were disapproved. 

Amending section 1013 to exclude authorized and routine deferralB would comple- 
ment our suggested amendments to section 1002 eliminating Antideficiency Act 
impoundments from being reported and to section lOlllll defining "deferral." 
Recommendation 3: Amend section 1013 to require a ttatement of deferral duration 

As discussed in chapter 2, we feel a potential for abuse exists regarding deferrals 
that are reported without specifying the impoundment duration intended. Often the 
logical consequence of such deferrals is that, at some time, they will mature into 
rescissions, or are, even at the outset, de facto rescission proposals— a part or all of 
the sums withheld will not be spent due to limitations on the period of availability 
of the budget authority. To avoid this problem, section 1013 should be amended to 
require a statement specifying how long a deferral is to exist. In addition, the act 
should provide that at the end of a proposed deferral period, the deferred moneys 
should either be released for obligation or a supplementary deferral message propos- 
ing the withholding of the funds for an additional period of time should be submit- 
ted. This recommendation would better inform the Congress on the precise duration 
of deferrals. 

SECTION 1015 

Recommendation 1: Amend section 1015 to provide for the "relaCing-back" of a 

delayed 0MB report 
Difficulty arises when the Comptroller General reports an unreported rescission 
or deferral proposal and then, later, the President reports the same impoundment 
to the Congress. The problem, with respect to rescissions, is when the 45-day waiting 
period under section 1012 begins— when the Comptroller General first reports the 
matter to the Congress or when the President later reports. To solve this problem 
and achieve conformity with the provisions of section 1015(a), the section should be 
amended to make clear that the later presidential report relates back to the date of 
the Comptroller General's message. 
Recommendation 2: Amend section 1015 to state expressly that when the Comptroller 

General reports that an improperly classified impoundment has been sent by the 

President, his report converts the matter to the proper category and nullifies the 

original presidential message 
We have dealt with proposed impoundments that we have concluded were improp- 
erly classified, i.e., proposed rescissions reported as proposed deferrals, and vice 
versa. Presently, when this situation occurs, the Comptroller General reclassifies 
the impoundment to the proper category and nutlilies the original presidential 
message, but only by using several sections of the act together rather than by using 
just one section. In other words, the Comptroller General must first report the 
improper categorization under section 1015(bl; state that the President has failed to 
send the required message (correctly describing the action proposed) under section 
1015(a); and nullify the presidential message using section 1013(c). Taken together, 
these actions mean that the Congress has before it a message from the Comptroller 
General that is treated like a presidential message (section 1015(al) and a nullifica- 
tion of the presidential message because it was sent pursuant to the wrong section 
(section 1013(c)). 

To avoid the confusion resulting from the required interplay of sections 1015 and 
1013, the act should be amended to clarify the conversion and nullification proce- 

SEcriON 1016 
Recommendation 1: Antend the section Co delete the 25-day wailing period 

Presently, after the Comptroller General notifies the Ckingress of his intention to 
file a lawsuit seeking to terminate an impoundment, he must wait 25 days of 
continuous session before the litigation can b^n. We see no reason for this wait. If 
it is to allow for the political processes to operate and force the release of funds or 
to allow the Congress to pass a law mandating the moneys be released, such actions 
would not be hampered by deleting this waiting period requirement, since it would 
take far longer for the issues to be joined in any lawsuit At present, this waiting 
period only delays initial action in releasing impounded budget authority. 
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Recommendation 2: Amend the section to provide Ihal budget authority that u 

required to be released and for which the Comptroller General has instituted suit 

will not lapse during the lawsuit 

At present the act's intent can be thwarted if money rejected for deferral or 

rescission lapses before we can get a final court order releasing the funds. As shown 

by our impoundment case (see app. VID, suits can be mooted. Accordingly, this 

section would be apropos for indicating that the Impoundment Control Act, per se. 

requires all impounded budget authority subject to litigation initiated under section 

1016 to be recorded as obligations of the United States Government pursuant to 31 

U.S.C. § 200. so as to permit the Comptroller General to sue without having to seek 

a court order preventing a lapse from occurring. If the Comptroller General loses 

the case, the money would lapse. 

SECTION 1017 

Recommendation: Amend section 1017 to allow for rejection of a rescission prior to 
the running of SO calendar days 
As noted, having to wait 45 days of continuous session to know whether a 
rescission is rejected is generally unsatisfactory. We think 45 days are wasted in 
merely waiting. Section lOlT should be amended to allow for a simple resolution of 
either House stating that that House rejects the rescission request. In such a case, 
the money would have to be released as of the passage of that resolution or, if no 
resolution passes, upon the expiration of the 45-day waiting period. 



Recommendation: Amend the act to provide expressly for deferrals after a prior 
deferral or rescission was r^ecied 

Presently — arguably — once a rescission or deferral is rejected, the money that was 
the subject of the impoundment must immediately be made available for obligation. 
"niis requirement does consider that, in implementing the prc^ram, the President 
must still use sound financial practices. Therefore we think a new section should be 
added allowing for deferrals of funds after prior deferrals or rescissions of the 
money are turned down, if the new deferral furthers good administrative practice or 
is based on circumstances or conditions unknown— and which reasonably could not 
have been known — when the prior rescission or deferral was considered. 

In no event, however, should the President be allowed to defer after having been 
turned down on an impoundment based on the same grounds. 

Chapter 5 
overview of reported impoundments and congressional actions 
Review of impoundments 

During the first 2 years of the act, almost $41 billion In impoundments was 
reported. While domestic programs were frequent areas of impoundment, defense 
and science program funds also were withheld. 

Our review showed that in the first year, more than 2'h times as much money 
was impounded than during the second year ($29.2 billion vs. $11.8 billion). (App. lU 
presents detailed analyses of impoundments for fiscal years 1975 and 1976.) 
Cor^ressional actions 

During fiscal years 1975 and 1976, the Congress disapproved approximately 39 
percent of the dollar value of impoundments proposed. Of almost $41 billion im- 
pounded, the Congress, using sections 1012 and 1013 of the act, disapproved $16.1 
billion of the proposals. 
Two-year analysis 

As show in app. II, the executive branch proposed deferrals amounting to over $33 
billion in the 2-year period. The Congress passed impoundment resolutions covering 
$9.7 billion of tliese actions— a disapproval rate of over 29 percent. 

The Congress failed to agree to over 81 percent of the almost $8 billion proposed 
for rescission during fiscal years 19T5 and 1976. It took no action on, and ther^bn 
disapproved, over $6.4 billion in proposed rescissions. 
One-year analysis 

For fiscal year 1975. the Congress disapproved 68.43 percent ($2.9 billion) of the 
$4.3 billion proposed for rescissions and. with respect to deferrals, disapproved 87 
percent ($9.3 billion) of the S24.9 billion proposed. 
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The Congreas' rejection of reacissions during fiscal year 1976 rose sharply to 96.39 
percent of the S3.6 billion for cancellation. It approved only $138.3 million in 
rescission requests. 

CongresBionai disapproval of deferrals dropped from a rate of 37 percent during 
fiscal year 1975 to only 4.81 percent in fiscal year 1976. Specifically, the Congress 
rejected S393 mitlion of the $8.1 billion deferred during fiscal year 1976. 

Appendix II, parts E through V, presents the relative congrossional rates of 
disapproval for each functional area of impoundment by type, amount, and fiscal 
period. As these figures indicate, the Congress tends to reject proposed n ' ' 
domestic programs. 



n Google 



APPENDIX I At PEKDIX I 



DRAFT BILL TO AMEND THE IHPOUMDHEMT 
CONTROL ACT OF 197A 



oi Act Of 1974, and for 

Be it enacted by the senate and House oC Representatives 
of the United States of America in Congress asseiitbled . That 
^'~'' ' ' ^ ' ' s the "'Impoundment Cor.trol Act Amend- 

1 1001 of the Impoundment Control Act of 

Sec. 102. The last sentence of Section 3679(c)(2) o£ the 
Revised Statutes, as amended (31 U.S.C. 66^), is amended to 
read as follows: 

"Reserves established pursuant to this 
subsection are not to be reported under 
the Impoundment Control Act of 1974, as 

amended," 



"Sec. 1011. For purposes of this part — 

"(1) 'deterral of budget authority" means 
every type of executive action or inaction, 
other than adminifitrative and routine actions 
not specifically authorized by law that resuli 
in withholding, delaying, or effectively pre- 
cluding, the obligation or expenditure of 
budget authority, including the exercise of 
authority to obligate in advance of appropria' 
tions as specificallv authorized by law; 
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"(2) 'rescission of budget authority* means 
every type of executive action oc inaction 
tnat ettectiveiy pcecludes the obligation oc 
expenditure <j£ budget authority and that. If 
continued, would cause such budget authority 
to lapse, including situations where budget 
authority cannot be prudently obligated within 
its remaining period of availability; 

"(3) "Comptroller General' means the Comp- 
troller General of the United statesj 

'(4) 'rescission bill' means a bill or 
]Oint resolution which only rescinds, in 
whole oc in part, budget authority proposed 
to be rescinded in a special message trans- 
mitted by the President under section 1013, 
and upon which the Congress completes action 
before the end of the first period of 60 
calendar days after the date on which the 
President's message is received by the 
Congress; 

"(S) "rescission resolution' means a simple 
resolution of either House of Congress that 
expresses its disapproval of a rescission pro- 
posal transmitted under section 1012; 

' (6) ' impoundment resolution' means a 
simple resolution of either House of Congress 
that expresses its disapproval of all or part-, 
of a deferral transmitted to the Congress 
under section i013; 

' i7) 'budget authority' means authority 
provided by law to enter into obligations 
that will result in immediate or future out- 
lays involving Government funds, except that 
such term does not include authority provided 

authority to insure or guai 
ment of indebtedness incuri 
person or government." 

RESCISSION OP BUDGET AUTHORITY 

-Sec. 1012. (a) Transmittal of Special 
Message.— Whenever the President determines 
that all or part of any budget authority 
will not be required to carry out the full 
objectives or scope of programs for which 
It IS pro' ided or that such budget authorit; 
should be rescinded Cor fiscal policy or 
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Other reasons (Ttcludtng the termlnaticn o 
authorized piojtcts or activities Coi whtc. 
budget authority has been provided], or 
whenever all oc part of budget authority 
provided for only one fiscal year is to be 
reserved from obligation for ^uch fiscal 
year, the President shall transmit to bonh 
Houses of Congress a special message spec- 
ifying— 

"(1) the amount of budget authority 
which he proposes ci> be rescinded or which 
is to be so reserved; 

"(2t any account, department, or estab- 
lishment of the Government to which such 
budget authority Is available for obliga- 
tion, and the specific project or govern- 
mental functions involved; 

"(3) the reasons why the budget author- 
ity should be rescinded or Is to be so 

'(4) to the maxijnum extent practicable, 
the estimated fiscal, economic, and budge- 
tary effect of the proposed rescission or 
of the reservation; and 

"(5) all facts, circumstances, and con- 
siderations relating to or bearing upon the 
proposed rescission or the reservation and 
the decision to effect the proposed rescis- 
sio-.i or the reservation, and to the maximum 
extent practicable, the estimated effect oC 
the proposed rescission or the reservation 
upon the objects, purposes, and orograms 
for which the budget authority is provided. 

'(b) REOUIRGHl^NT TO HAKE AVAILABLE FOR 
OBLIGATION. — Any amount of budget authority 
proposed t-^ be rescinded or that Is to be 
reserved as set forth In such special message 
shall be made available tor obligation unless: 

*[1} within the prescribed 6U-day period, 
the Congress has completed action on a 
rescission bill rescinding all or part of 
the amount proposed to be rescinded or that 
is to be reservvu; or 

"(2) If at any time after such special 
message has been transmitted, either house 
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ston proposal. 

■Sec. 1U13. (a) TRANSHITTAi OP SPECIAL 
MESSAGE. — Hhenevei the Prealdent, the Oiiectoc 
ot the Office of Managenent and Budget, the 
head of any department or agency of the United 
States, ot any officer ot employee of the 
United states proposes the deferral of budget 
authority provided for a specific purpose or 
project, the President shall transmit to the 
House of Representatives and the Senate a 
special message specifying — 

'(1) the amount of the budget authority 
proposed to be deferred; 

"(2) any account, department, or estab- 
lishment of the Government to which such 
budget authority is available for obliga- 
tion, and the specific projects or govecn- 
nental functions involved; 

"(3) the specific dates during which the 
budget authority is proposed to be deferred; 

'(«) the reasons for the proposed defer- 
ral; 

"(5) to the maximum extent practicable, 
the estimated fiscal, economic, and budge- 
tary effect of the proposed deferral; and 

"(6) all facts, circumstances, and con- 
siderations relating to or bearing upon 
the proposed deferral and the decision to 
effect the proposed deferral, including an 
analysis of such facts, circumstances, and 
considerations in terms of their applica- 
tion to any legal authority and specific 
elements of lec,il authority invoked by htm 
to justify such proposed deferral, and to 
the maximum extent practicable, the esti- 
tiated effect of the proposed deferral upon 
the objects, purposes, and programs for 
which the budget authority is provided. 

A special message may include one or more 
proposed deferrals of budget authority. A 
deferral may not be proposed for any period 
of time extending beyond the end of the fis- 
cal year in which the special message pro- 
posing the deferral i^ transmitted to the 
riouse and the Senate. 
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■(b) REQUIREMENT TO HAKE AVAILABLE TOR 
OBLIGATION. — Any aoiuunt of budget authoiity 
proposed to be deferred, as set forth in a 
special message transmitted itndei subsection 
(a), shall be made available for obligation 
if either House of Congress passes an 
impoundment resolution disapproving such 
proposed deferral. In the event both Houses 
of Congress pass impoundment resolutions disap- 
proving part of a proposed deferral of budget 
authority and the impoundment resolutions re- 
ject different amounts for continued deferral, 
the impoundment resolution that disappiovos 
the greater amount shall control. 

"(cl EXCEPTION. — The provisions of the 
section do not apply to any budget authoiity 
proposed to be rescinded or that is to be 
reserved as set forth in a special message 
required to be transmitted under section 
1U12. 

TRANSMISSION OP MESSAGES: PUBLICATION 

"Sec. 1014. (a) DELIVERY TO HOUSE AND 
SENATE. — Each special message transmitted 
under section 1012 or 1013 shall be trans- 
mitted to the House of Representatives and 
the Senate on the same day, ar^i shall be 
delivered to the Clerk of the House of 
Representatives if the House is not in 
session, and to the Secretary of the Senate 
If the Senate is not in session. Each spe- 
cial message so transmitted shall be referred 
to the appropriate committee of the House of 
Representatives and the Senate. Each such 
message shsll be printed as a document of 
each House. 

"(bt DELIVERY TO COMPTROLLER GENERAL. — 
A copy of each special messsne transmitted 
under section 1012 or 1013 shall be trans- 
mitted to the Comptroller General on the 
same day it is transmitted to the House of 
Representatives and the Senate. In order 
to assist the Congress in the exercise of 
its functions under sections 1D12 and 1013, 
the Comptroller General shall review each 
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Kuch messaqe «nd Itfocin the House of Repre- 
sentatives and the Senate as pronptly as 
practicable with raspect to— 

"(1) in the case of a special messaqe 
transmitted under section 1012, tne facts 
surrounding the proposed rescission oc 
the reservation of budget authority 
(including the probable effects thereof); 

*(2) in the case of a special nessage 
transmitted under section 1013, (A) the 
facts surrounding each proposed deferral 
of budget authority (including the proba- 
ble effects thereof) and (B) whether or 
not (oc to what extent), in his judgment, 
such proposed deferral is in accordance 
with existing statutory authority. 

'Ic) TRANSMISSION OF SUPPLBKENTARY MES- 
SAGES. — If any information contained in a 
special message transmitted under section 
1012 or 1U13 is subsequently revised, the 
President shall transmit to both Houses of 
Congress and the Comptroller General a 
supplementary message stating and explain- 
ing such revision. Any suc^ supplementary 
message shall be delivered, referred, and 
printed as provided in subsection (a). The 
Comptroller General shall promptly notify 
the House of Representatives and the Senate 
of any changes in the information sutMtitted 
by him under subsection (b) which may be 
necessitated by such re' tsion. 

"(d) PRINTING IN FEDERAL PEGISTER.— Any 
special message transmitted under section 
1012 or 1013, and any supplementary message 
transmitted under subsection (c), shall be 
printed tn the first Issue of the Federal 
Register published after such transmittal. 

■(e) CUMULATIVE REPORTS OP PROPOSED 
PRSCISSIONS, RESERVATIONS, AND DEFERRALS 
OP BUDGET At'TKOi^ITY. — 

'(1) The President sl^ ill submit a 
report to the House of Representatives 
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and the Senate, not later than the Ibth 
day of each month during a fiscal /ear, 
listing all budget authoilt/ for that 
fiscal year with respect to which, as of 
the fltst day o£ such month-- 

*(A) he has transmitted a special 
message under section 1012 with 
respect to a proposed rescission 
ot a reservationr and 

"(B) he has transmitted a special 
message under section 1U13 proposing 
a deferral. 

Such report ehall also contain, with 
respect to each such proposed rescission 
or deferral, or each such reservation, 
the information required to be submitted 
In the special message with respect 
thereto under section 1012 or 1U13. 

"(2) Each report submitted under para- 
graph <1) shall be printed in the first 
Issue of the Pederal Register published 
after its submission. 

REPORTS E¥ COMPTROLLER GENERAL 

"Sec. 1015. (a) FAILURE TO TRANSMIT SPECIAL 

MESSAGE. — If the Comptroller General finds 
that the President, the Director of the Office 
of Management and Budget, the head of any 
department or agency of the United States, or 
any other officer or employee of the United 
States— 

"(1) Is to establish a reserve or pro> 
poses to defer budget authority with respect 
to which the President is required to trans- 
mit a special message under section 1012 or 



'(2) has ordered, permitted, or approved 
the establishment of such a reserve or a 
deferral of budget authority; 
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and that the President has failed to transmit 
a special message with respect to such reserve 
oc deferral, the Comptroller General shall 
make a report on such reserve or dtferral, the 
Comptroller General shall make a report on 
such reserve or deferral and any available 
Information concerning it to both Houses of 
Congress. The provisions of this part shall 
apply with respect to such reserve or deferral 
in the Siitne manner and with the same effect 
as if such report of the Comptrollec General 
were a special message transmitted by the 
President under section 1012 or 1013, and, 
foe purposes of this part, such report shall 
be considered a special message transmitted 
under section 1012 or 1013. 

"(b) INCORRECT CLASSIFICATION OP SPECIAL 
MESSAGE. — If the President has transmitted 
a special message to both Houses of Congress 
in accordance with section 1012 or 1012, and 
the CoirptroUei General believes that the 
President so transmitted the special message 
in accordance with one of those sections 
when the special message should have been 
transmitted in accordance with the othet of 
those sections, the Comptroller General shall 
make a report to both Houses of the Congress 
setting fortn his reasons. 

"(c) CONVERSION OF IMPOUNDMENT TO PROPER 
CATEGORY. — Whenever pursuant to subsection 
(b) of this section the Comptroller reports 
that the President has transmitted a special 
message incorrectly identifying the type of 
impoundment proposed to be taken, such Comp- 
troller General's report shall be treated 
as automatically nullifying the oriainal 
Presidential special message and converting 
the impoundment to the proper category. In 
the case of deferrals converted to rescis- 
sions, the so-day period shall commence on 
the first day after the date on which the 
Comptroller's report is received by the 
Congress. 



n Google 



APPENDIX I APPErOIX I 



to subaectton (a) ct 
Comptroller General i 
of an unreported e' Cereal or rescission of 
budget authority, ana the President later 
notifies the Congress of such withholdings, 
the time period for coniputlng the appro- 
priate 6\)-Cay period shaii coinmence on the 
first oay after the date the Comptroller 
General's report was first recelveJ by the 
Congress." 

SUITS BY COMPTROLLER GENERAL 

-Sec. 1016. (a) If, under section lU12(o] 
or H)13(b),, budget authority is riqulreo to 
be made available for obligation anc uch 
budget authority Is not made available for 
obligation, the Comptroller General Ic hereby 
expressly empowered, through t-ttocneys of his 
own selection, to bring a civil action in the 
United States District Court for the District 
of Columbia to require such budget authority 
:o be made available for obligation, and 
such court is hereby expressly empowered to 
enter in such civil action, against any 
department , agency, officer, or employee 
of the United States, any decree, judgment, 
or order which may be necessary or aopro- 
priate to make such budget authority avail- 
aole for obligation. The courts shall give 
precedence to civil actions brought under 
this section, and to appeals and writs from 
decisions In such actions, over all other 
civil actions, appeals, ana writs. 

■{b) all budget authority that Is the 
subject of soerlal messages transmitted our - 
suant to section lul2 or 1U13 and that is 
the subject of lltLiJtlo.i initiated by the 
Comptroller General pursuant to this section 
Shall be recorded as obligations of the Lnited 
States for such time as may be necessary to 
permit. In the case of proposed rescissions, 
the orderly opetatlon of the procedures 
prescribed by section 11)12 for the approval 
or disapproval of rescissions and for judicial 
determinations of the merits any litigation 
instituted pursuant to the Act. 
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PBOCeOURE IN HOUSi: AND SENATE 

"Sec. ion. (a) REFERRAL.— Any rescission 
bill or rescission resolution, introduced with 
respect to a proposed rescission of t)udget 
author Ity, or impoundment resolution, intro- 
duced with respect to a pi oposed defettal of 
budget authority, shall ba referred to the 
appropriate committee of the House of Repre- 
sentatives or the Senate, as the case inay be. 

"(b) DISCHARGE OF COKKIITEE.— 

"(1) If the committee to which a rescis- 
sion bill, rescission resolution, or impound- 
ment resolution has been referred has not 
reported it at the end of 6Q calendar days 
after its introduction it is in order to 
move either to discharge the committee from 
further consideration of the measure or to 
discharge the committee f .om further consid- 
eration of any other rescission bill oc 
rescission resolution with respect to the 
same proposed rescission of budget authority, 
or impoundment resolution with respect to the 
same proposed deferral, as the case may be, 
which has been referred to the committee. 

"(2) A motion to discharge may be made 
only by an individual favoring the rescission 
bill or rescission or impoundment resolution, 
may be n-ade only if supportea by or-'-fifth of 
the Members of the House involved (j quorum 
being present), and is highly privileged in 
the House and privileged in the Senate (except 
that it may not be made after the committee 
has reported a rescission bill or rescission 
or impoundment resolution with respect to the 
same proposed rescission of budget authority 
or the same oroposed deferral, as the cas,^ May 
be); and debate thereon shall be limited to 
not more than 1 hour, the time to be divided 
in the House equally between those favoring 
and those opposing the rescission bill or 
rescission or impoundrvient resolution, and to 
be divided in the Seriate equally between, and 
controlled by, the majority leader and the 
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ainoiit.y leader or their desianeea. An amend- 
ment to the motion is not in order, and it is 
not tn order to move to reconsider the vote by 
vfhi;;h the motion is agreed to or disagreed to. 

■(C) FLOOR CONSIDERATION IN THE HOUSE.— 

"(1) When the committee of the Houft- o£ 
Representatives has reported, or h£S been 
di3;harged fir>r^ further cortsideiat ion of, a 
rescission bill or rescission or Impoundment 
resolution, it shall at any time thereafter 
be In order (even though a previous motion 
to the san>e eifect has been disagreed tol to 
move to proceed to the consideration of the 
rescission bill or rescission or imooundment 
resolution. The motion shall be hig.ily priv- 
ileged and not debatdMe. An amer iirent to 
the motion shall not be in order, p-?[ shall 
It be in orifer to move to reconsid ■ the vote 
by which the motion is agreed to or disagreed 

"(2) Debate on a rescission bill or rescis- 
sion or impoundment resolution ^hall be limite'j 
to not i.Lore than 2 hours, which shall be divi- 
ded equally betwe'jn these favoring and those 
opposing the bill or resolution. A motion 
further to limit debate shall not be debatable. 
In the case of a rescission or impoundment 
resolution, no am&ndmen'. to, or motion to 
recommit, the resolution shall be in ordi-r. 
It shall not be in order to move to reconsider 
the vote by which a rescission bill or rescis- 
sion impoundment resolution is agreed to or 
disagreed to. 

*(3) Motions to postpone, made with respect 
to the consideration of a rescission bill or 
rescission or impoundment resolution, and 
motions to proceed to the consideration of 
other business, shall be decided without debate. 

"(4) All appiials from the decisions of the 
Chair relating to the application of the Rules 
ot the House of Representatives to the proce- 
dure relating to any rescission bill or rescis- 
sion or impoundment resolution shall be decided 
without debate. 
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"(5) Except to the extent specif i:ally pro- 
vided in the preceding provLslons of this sub- 
section, consideration of any rescission bill 
oi rescission or impoundment rejolution and 
aipan-iments thereto {or any conference report 
thfiion) shall be governed by the Rules of the 
Bouse of Rtpresentatives applicable to other 
bills and resolutions, amendments, aid confer- 
ence reports in similar circumstances. 

"(d) FLOOR CONSIOCnATION IK THE SENATE. — 

"(1) Cebate in the Senate on any rescission 
bill or rescission or impoundment resolution, 
and all amendments thereto (in the case of a 
rescission bill) and debatable motions and 
appeals in connection therewith, shall be 
limited to not more than 10 hours. The time 
shall be equally divided between, and controlled 
by, the maiority leader and the minority leader 
or their di-signees. 

*(2) Oebiite in the Senate on any amendment to 
a rescission bill shall be limited to 2 hours, 
to be equally divided between and controlled 
by, the lOver and the manager of the bill- 
Debate on any amendment to an amendment, to 
such a bill, and debate on any debatable motion 
or appeal in connection with such a bill or re- 
scission or impoundment resolution shall be 
limited to 1 hour, to be equally divided be- 
tween, and controlled by, the mover and the 
manager of the bill or resolution, except that 
in the event the manager of the bill or reso- 
lution, is in favor of any such amendment, 
motion, or appeal, the time in opposition 
thereto, shall be controlled by the minority 
leader or his designee. No amendment that 
is not germane to the provisions of a rescis- 
sion bill !;hall be received. Such leaders, 
or either of them, may, from the time under 
their control on the passage of a rescission 
bill or rescission or impoundment resolution, 
allot additional time to any Senator during 
the consideration Of any amendnertt, debatable 
motion, or appeal. 

'(3) A motion to further lialt debute is not 
debatable. In the case of a rescission bill, a 
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motion to lecommit (except a motion to recommit 
with instructions to report back within a spec- 
ified number of days, not to exceed 3, not 
counting any day on which the Senate is not In 
session) is not in order. Debate on any such 
motior to recommtt Shall be limited to one hour, 
to be equally ciivided between, and conCrollea 
by, the mover of the motion and the manager of 
the bill. In the case of a rescission or impound- 
ment resolution, no amendment or motion to recom- 
mit is in order. 

"(4) The conference report on any rescission 
bill sha)l be in order in the Senate at any time 
after the third day (excluciLng Saturdays, Sundays, 
and legal holidays) followlrg the day on which 
SUCH a conference report is reported und is avail- 
able to Members of the Senate. A Motion to pro- 
ceed to the consideration of the conference 
report may oe macie even though a previous motion 
to the same effect haf. been disagreed to. 

'(S) During the consideration in the Senate 
of the conference report on any rescission bill, 
debate shall be limited to 2 hours, to be eaually 
divided between, and controlled by, the majority 
leader and minority leaaer or their designees. 
Debate on any oebatable motion or appeal related 
to the conference report shall be limited to 3u 
minutes, to be eoually divioed between, and con- 
trolled by, thu mover and the manager ot the 
conference report. 

"(6) Should the conference refort be 
defeated, debate on any reouest for a new 
conference and the appointment of conferees 
shall be limited to 1 hour, to be equally 
divided between, and controlled by, the 
manager of the conference report and the 
minority leader or his designee, and should 
any motion be made to i^^':ruct the conferees 
before the conferees i ■■ . 'med, debate on 
such motion shall oe 1 i. . - i to Ju minutes, 
to be equally divided bt^we^n, and controlled 
by, the mover and the manager of the confer- 
ence report. Debate on any airendment to any 
such instructions shall be limited to 2u 
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minutes, ;o be equally dlvtdea betwt >n, dnd 
controllei by, the movei and the mar igei of 
the conCei ence report. In all case: when the 
managec o£ the conference report is in tavor 
of any motion, appeal, or amendment, the time 
in opposition shall be under the con-.rol of 
the minority lealer or His designee. 

"(7) In any case in which there are amend- 
ments in disagreement, time on each a;nendment 
shall be limited to ia minutes, to be eaually 
divided between, and controllea by, the manager 
of the conference report and the minority leader 
or his designee. No amendment that is not 
germane to the provisions of such amendments 
shall be received." 

of 1^7* is amendec 



"Sec. luia. EXECUTIVE ACTION AFTER REJECTION 
Of PROPOSED RESCISSION OR DEf ERRAL .— ( a) Except 
as provided in subsection (b), the President, the 
Director of the Office of Management and Budget, 
the head of any department or agency of the 
United States, jr any officer or employee of the 
United States may continue to withhold oudget 
authority that was the subject to a special mes- 
sage under sections 1012 or 1013 and that must 
be maoe available for obligation pursuant to sub- 
section (b) of section 1012 or 1U13 only when he 
determined that to do so Is in accordance with 
authority conferred ty the Ant idef iciency Act, 
as amended, or other specific statutory authority. 
The Congress and the Comptroller General shall 
be immealately notified of any such continued 
withholdings of the budget authority and the 
reasons therefor . 

"(b) Mo deferral or rescission may be sub- 
mitted pursuant to the sections 1D12 and 1013 of 
this act wnen the budgot authority that is 
the subject of tne deferral or rescission has 
previously been required to be made availaole 
for obligation pursuant to subsections 1012(b) 
or 1013(b), unless the new deferral or rescis- 
sion is based on circumstances or conditions 
unknown at the time the original deferral oi 
rescission waf considered, and which reasonably 
coulij not have been known if in existence at 
the time the previous deferral or rescission 
proposal was considered." 

Section 1J5. The amendments made by this Act shall go 
into effect sixty days after the date of enactment and 
shall not affect impoundments reported to the Congress 
before that time. 



Appendices II-VIII not included. 
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Mr. MiNETA. Let me ask you one question on rescission resolu- 
tions. Unlike an impoundment resolution, adoption of a rescission 
bill does not require the immediate release of impounded funds: 
Such an impoundment continues until the expiration of the 45th 
day of the congressional review period. Due to the current compu- 
tation rule "45 calendar days of continuous session" of the Con- 
gress can become 90 calendar days during which programs are 
lawfully withheld from obligation. 

In the past, GAO has recommended that section 1011 of the act 
be amended to define a rescission resolution that can reject a 
rescission request in less than 45 days, thereby requiring the imme- 
diate release of impounded funds. 

Do you believe that this is still an issue? Do you feel that the 
earlier GAO recommendation insures the immediate release of im- 
pounded funds? 

Mr. SocoLAR. I think it is em issue, should a situation ariae under 
which the executive branch might wish to impound funds for as 
long as it possibly could. In such an event, it would take advantage 
of the full range of time that title X now provides. Our recommen- 
dation was twofold. First, we recommended that programs instead 
of a 45-days-of-continuous-session period, that the time should be 
spelled out in stra^ht calendar days from the transmission of a 
rescission message. 

Second, because the act is silent, we felt it would be helpful to 
provide for a rescission resolution in the same manner as for 
deferrals, so that if either House of the Congress earlier or signifi- 
cantly earlier than the 45-day period were sure that it did not wish 
to approve the rescission, it could, by the action of that House, pass 
a rescission resolution requiring making those funds available at 
that specific time, rather than at the end of the full wfiiting period. 

Mr. MiNETA. Genereil Staats, you were on the President's Com- 
mission on Budget Concepte. It has now been some 10 or 12 years 
since that time. Do you Uiink it is time for another such commis- 
sion? 

Mr. Staats. We have thought about this considerably, and on 
balance, we would favor such an effort again, with one proviso, I 
guess, and that is that it would not become a reeison for not taking 
some actions which it might clearly be evident need to be taken 
before you could get such a commission organized and have its 
report available. But I think this could be deeilt with by simply 
delineating the kinds of issues such a commission would be asked 
to study and make recommendations on. But my own experience 
with that commission was really quite favorable because it not only 
involved the executive but it involved the Congress, the chairman, 
and the ranking minority members of both the House and Senate 
Appropriations Committees. They had staff to assist them, and 
they attended regularly, and it was a unanimous report when we 
were fill through, virtually unanimous. I think there may have 
been one or two demurrers in the report, but essentially it was a 
unanimous report. 

Its main contribution w£is the concept of the unified budget. 
Some of the issues that we dealt with then might bear anomo' 
look: For example, on the question of loans, whether you would net 



them or gross them. In GAO we think that grossing would be more 
meaningful than netting them. 

Some of these are fairly lon^-term issues that need a lot of 
professional study. On balance, if it were not simply a reason for 
delaying action on some of the things that action could be taken 
without further study based on the work of this task force and 
others, we would favor it. 

Mr. MiNETA. What kinds of things would you think the commis- 
sion m^ht consider studying? 

Mr. Staats. We could give you a more thoughtful response, but 
for example, the question of entitlements which Mr. Giaimo raised, 
there is not a clear and easy answer to that. The question of what 
specific delineation should be made between permanent and non- 
permanent appropriations would be another one. I think we could 
develop a list of that type which are of longer term in character 
and not been of such immediate attention. I would be glad to have 
Mr. Havens' comment on your question. 

[The information referred to follows:] 

Suggested FuNcnoNs of A New Commission on Budget Concetto 

Initial thinking about a new budget commission or 
membeTship composition and the general range of it 
by the commission. 

The membership of the President's 1967 Commission on Budget Concepts included 
the chairmen and ranking minority members of the congressional Committees on 
Appropriations, Secretary of the Treasury, Director of the Budget Bureau, Comp- 
troller General of the United States, and representatives from outside the Govern- 
ment. I think that a new commission or task force should also have such members, 
and include as well leaders of the Budget Committees, House Ways and Means, and 
Senate Finance Committees, r^resentation from other authoi ' 



MATTERa ran IMMEDIATE CONSIDBRATION BY THB CONGRESS 

Although there are a large number of outstanding budget issues, it would not be 
advisable to hold up action on all of them pending further study by the commission. 
These include: The off-bu(^t status of certain federally owned entities; comprehen- 
sive budget controls over Federal credit activities: and statutory and administrative 
actions to require that sales of certificates of beneficial ownership be treated as 
borrowings rather than "sales of assets." Holding up action on these matters pend- 
ing further study by a new commission would be unwarranted. 

Additionally, there are several matters relating almost exclusively to congression- 
al procedures and rules, such as the setting of multiyear targets and l^islative 
savings which the Congress itself should address. 



There are many matters that could be addresed in varying decrees of detail by a 
new commission or task force. Below is a preliminary listing of the kinds of out- 
standing budget issues that could be considered by a special study group. 

Budget coverage issues 

Congressional and executive budgetary deliberation and decisions should cover all 
important budgetary matters, and be based upon a comprehensive and full disclo- 
sure of the relevant information. The steps taken in recent years to improve 
processes and information have dealt largely with direct Federal expenditures. It is 
time to seriously consider improved budget treatment in other areas such as "tax 
expenditures" and contingent liabilities. 

Other examples of budget coverage issues include: The continued existence of off- 
budget Federal entities; statutory provisions requiring that sales of certificates of 
beneficial ownership be treated as borrowings for budget purposes; the current 
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practice of ofbetting receipts against outlays t« produce net totals; and the proper 
treatment of capital expenditures within the unified budget. 

Although we have clear recommendations on the first three of these issues and 
feel that action should be taken without delay, assuming that such action is not 
taken, the additional reinforcement of a commission recommendation would be 
desirable. 

Meaauremtnt issues 

Budget decisionmaking should be based upon cansistent and accurate measures of 
budgetary requirements, resources, and spending. Inaccurat« end inconsistent msas- 
urements inteiject confusion into an already complex area, and make it difficult to 
compare programs and set priorities. Misleading estimates and projections weaken 
the process. It is therefore important that a study group address measurement 
concepts and practices as they apply to budget authority and outlays for entitle- 
ments, capital investments, shared revenues, administrative operations, etc. 



Budget ii 

The budget documents and related materials provide the core information used in 
congressional budget decisionmaking, and in public understanding of budget issues 
and decisions. It is therefore of vital importance that the information provided be 
reviewed from time to time to assure its continued relevance. New information, 
categories, and analyses have to be added (while maintaining essential historic 
comparability! as conditions and budget information requirements change. 

A study of this information could be comprehensive or more focused in scope. We 
suggest that, as a minimum, a commission or task force include in its work a review 
of the information on: Long-range factors and trends affecting budget levels and 
multiyear planning; crossxutting budget categories; and budget assumptions and 
alternatives, including those pertaining to legislative changes, inflation, employ- 
ment rates, etc. 

Budget controllability issues 

The Congress and the executive branch have shown an increasing interest in 
recent years in matters affecting the short-term and long-range controllability of 
budget amounts. These matters are of particular relevance to the requirements <it 
fiscal policy, various oversight reform propoeala, and budget planning. Some topics 
for study include: Entitlemente and indexing; remaining 'backdoor" authorizations; 
period of authorizations and appropriations; revolving fund uses; advance and for- 
ward funding; credit prc^ram controls and reporting; multiyear bud^t planning or 
targeting; reuse ("rollover") of borrowing authority; total <Aligational authoriQr 
controls; and categorizing degrees of controllability. 

Budget execution issues 

Budget procedures concern not only budget formulation but also budget execution. 
Sometimes, attention is focused on the former to the neglect of the latter. Budget 
execution procedures and reporting are critical to the question of how well agencies 
carry out the prt^ram ana budget priorities of the Congress. Budget execution 
issues warranting attention include: Apportionment and allotment processes; im- 
poundment control procedures and reporting; monitoring and reporUiw on progTam 
and budget execution; reprogramings; and accounting for prior year balances. 
Other budgetary matters 

Other matters that should be considered include zero-base budgeting concepts and 
procedures, and Federal, State, and local budget interrelationships. 

Mr. Havens. There is a question of the boundeiries of the Federal 
budget, what is it that we encompass within the budget today. In 
1967, the commission was dealing with a somewhat simpler eovem- 
mental structure than we have today. The involvement of Govern- 
ment in the economy was at least less noticeable and less a matter 
of general concern other than through the direct expenditure uro- 
grams. I think it would be worth looking at again as to mult 
should be considered as the boundaries of the Federal Government 
which are appropriate in the budgetsetting process. I am not con- 
vinced we would change the boundaries, but it might be worth 
examining again. 
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Mr. Staats. There were two issues on which the commission was 
not able to come to a satisfactory answer. One had to do with how 
do you calculate and show subsidies in the budget, interest rate 
sut^idies in particular: Do you capitalize them? Do you show them 
in the year in which the loans were made? We were not able to 
find a good answer to that question. 

Another problem we did not deal with was the extent to which 
you should accrue revenues and expenditures in the budget. There 
are a lot of technical problems involved here. It is easier to accrue 
revenues than expenditures, particularly where you have long-term 
financing such as with the defense agency. In part this is dealt 
with through the use of what is known as prepress payments, 
where executive agencies make payments to the contractor for 
something less than the full amount of the costs incurred, so that 
at lesist your outlays are closer to the commitments than they 
wouid otherwise be. It helps the cash-flow problem on the part of 
the contractor, also. Those are two problems we did not successful- 
ly deal with, because we did not have time. They are both very 
difficult issues. 

Mr. MiNETA. Do you think such a commission wouid deiay mean- 
ingful reform? There is a tendency to study something or research 
something just to be delaying, stalling. 

Mr. Staats. That is the reason I would think it important to 
delineate the charter for such a commission, so as not to run into 
that problem. 

Mr. Mineta. Generftl Staats, Mr. Havens, Mr. Socolar, let me 
express my appreciation on behalf of the task force for your testi- 
mony. Your staff has been very, very helpful to us, and we do 
appreciate it. I know we will continue this good workii^ relation- 
ship with your office. 

Mr. Staats. We are pleased you are taking this kind of look at 
the process. We thank you for the opportunity to be here to make a 
contribution. 

Mr. MiNETA. The hearings are going to reconvene at 10:30, at 
which time we will have Mr. Regula, Mr. Whitten, and Mr. Foley. 
We will stand adjourned until 10:30 tomorrow morning, in this 
room. 

[Whereupon, at 4:60 p.m., the hearing was adjourned, to recon- 
vene Wednesday, December 12, 1979, at 10:30 a.m.] 
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BUDGET ACT REVIEW 



wednesday, december 12, 1979 

House of Representatives, 
Task Force on Budget Process, 

Committee on the Budget, 

Washington, D.C. 

The task force met, pursuant to notice, at 10:35 a.m., in room 
210, Cannon House Of^ce Building, Hon. Normem Y. Mineta, chair- 
man of the task force, presiding. 

Mr. Mineta. I believe that I speak for all members of the task 
force when 1 say that we are determined to make this review both 
a meanii^ul and informative experience. To that end, it is our 
desire to leave no issue — technical or otherwise — unturned. We will 
ask the difficult questions. Oftentimes, we wUl not figree with 
certain statements or responses. But, I think it is important, given 
the potentieil for reform, that we structure our hearings in the 
spirit of openness and candor. 

In soliciting witnesses for this 2-day session, we decided to seek 
representatives of the principal actors in the budget process— the 
authorizing committees. Appropriations Committee, entitlement 
committees, and support agencies. Some who were invited to testify 
had to decline, given sch«luling problems. These persons will be 
submitting information for the record. They include: Congressman 
Carl Perkins, chairman. Committee on Education and Labor; Con- 
gressman Al UUmem, chairman, Committee on Ways and Means; 
Congressman Bizz Johnson, chairmam. Committee on Public Works 
and Transportation; Congressman James Hanley, chairman, Com- 
mittee on Post Office and Civil Service, and others. 

Again, in an attempt to solicit information from those who are 
involved in and concerned about the budget process, we are pleased 
to have with us this morning Congressman Ralph Regula, a 
member of the But^et Committee and minority party in the House. 

Over the past few years. Congressman R^^ula has evolved as one 
of the real spokesmen of his party on bu^et process issues. Few 
will deny his commitment to the process, and his courage in explor- 
ing different means for making it a more responsive and responsi- 
ble process. Most recently, we witnessed his concern that Federal 
spending be curbed and that Congress "get a handle" on inflation 
as he joined in cosponsoring H.R. 6021, the Federal Spending and 
Tax Control Act of 1979, introduced by Chiiirman Giaimo. In my 
years on the Budget Committee, I have been impressed with Con- 
gressman Regula's valuable contribution, and I am pleased to wel- 
come him here this morning. 
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STATEMENT OF HON. RALPH S. REGULA, A REPRESENTATIVE 
IN CONGRESS PROM THE STATE OF OHIO 

Mr. Regula. Thank you, Mr. Chairman. 

I will submit for the record my entire statement, but in the 
interest of time will summarize some of the h^^hlights. 

Mr. MiNETA. Your entire statement will be included in the 
record. 

Mr. Regula. First of all I want to say I appreciate the role you 
have taken as the chairman of the Tfisk Force on Budget Process. I 
recognize this is a thankless task. This is not a subject of hi^ 
visibility, but in my judgment one of the most important aspects of 
the governmental process is the work of the Budget Committee. It 
seems appropriate to me that at this 5-year juncture of the commit- 
tee's experience to see how we can m^e the budget process work. 
If nothing else, the budget process has focused attention on the 
fiscal policies of the Government. Historically, we have not had an 
appraisal of these policies, and the result is that we are faced with 
runaway inflation and a large Federal debt that is em overhang on 
the economy. The interest cost of maintenance of the debt, in my 
judgment, impinges on our ability to provide for the social pro- 
grams that many would like. Oftentimes people who speak to the 
budget process ignore the fact that in the process of creating large 
deficits, we in e^ect are diminishing the ability of Congress to deal 
with social needs of our Nation's citizens in future years. 

The budget process, in my judgment, has not been a complete 
failure, as some might suggest, and we heard that quite often 
during the past debate on the second resolution. I think too often 
the perception of the budget process is drawn from the bitter fights 
we have seen over the but^et resolutions. This is unfortunate, 
because there is much more to the budget process than budget 
resolutions. I might add that the fact that it takes 9, 10, or 12 days 
or 3 weeks of debate on the budget resolution when it reaches the 
floor does not bother me in the least. We are debating the Nation's 
priorities. The most single important act of the House of Repre- 
sentatives and the Senate is to determine priorities not only for the 
budget year we are discussing but for the future. Why not take a 
lot of time? I think that perhaps is the strength of the process 
rather than a weakness, the fact that we do spend several days in 
debating this issue on the floor. I am pleased to see that many 
Members are beginning to discuss the budget in terms of its fiscal 
policy implications. We have a long way to go, but at least we are 
pointed in the right direction. 

Second, I believe the budget process has produced some d^ree of 
fisCEil restraint. We have gotten some control on back-door spend- 
ing. The CBO and Budget Committee staffs as well as Members 
have disseminated cost information on various legislative propoft- 
als. It has alerted the membership to the implications of what they 
do in terms of the fiscal impact. 

Third, I think it has improved the quality of knowledge and 
debate on the part of the Members. Certainly the lengthy delate 
we had this year, particularly on the first resolution, was an educa- 
tioneil process in alerting the Members of the House to the impact 
of their actions. 
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I mentioned the desirability of moving from what is essentially a 
budget year process to a multiyear procedure. While I dislike the 
term "uncontrollable," it is a fact that about 75 percent of the 
budget is classified as "relatively uncontrollable in the budget 
year." This figure declines in the outyears, and therein lies the real 
opfwrtunity of achieving legislative savings. 

Timing is another m^or problem I see with the budget process. 
In our Minority Views on the Second Concurrent Budget Resolu- 
tion for Fiscal Year 1980, the minority Members said: 

One at the basic flaws in the Congressional bud^t process is that the first budget 
resolution, coming before the Congress considers any spending measures for Uie 
budget year, is not binding, whereas the second budget resolution coming after 
consideration of spending measures, is binding. Predictably, this procedure has 
made the first resolution a political process and the second resolution an adding-up 

I think that is the problem which needs to be addressed. One 
thing we are not using that is a tool, in my judgment in the Budget 
Act, is section 301(b), which holds edl spending bills short of enroll- 
ment until the second resolution is Eidopted. This is of course a first 
step toward reconciliation. It is much easier to reconcile before 
bills are enrolled. If we are in fact going to make the reconciliation 
process work as anticipated in the framing of the Budget Act, I 
think we should also invoke section 301(b) and withhold enrollment 
until such time as the reconciliation process has had an opportuni- 
ty to be put in effect. 

Now as you know, Mr. Chairman, I pushed hard on the issue of 
reconciliation, because in my judgment that is the heart of the 
budget process. If you are just going to simply make the process an 
arithmetic activity whereby we add up what all the committees 
have done and accommodate to that with third and fourth resolu- 
tions, while there is value in focusing attention on the priority 
decision, and a great value, I think, in focusing attention on the 
fiscal policy, and all of these flow from the fact we have a Budget 
Act and a budget process, nevertheless, to make it really effective 
beyond that point, we need to use those two sections on enrollment 
and on reconciliation. 

I do not think it is the role of the Budget Committee to say to 
the standing committees that you shall cut here or you shall cut 
there. I respect the judgment of the Armed Services Committee as 
to what the internal priorities should be within that function. If we 
use the process of saying to the Armed Services Committee or the 
other committees you will have to stay within this framework of 
total outlays, because the economy cim only handle a certain level 
of spending, in my opinion, we will really force those committees to 
take some hard looks at what the internal priorities are within 
each function. Until now we have said that everybody can have 
what they want and we will just accept whatever the total result 
is. 

I strongly support the viewpoint taken by Senator Muskie. I 
think he reflects a dedication to the budget process by stating we 
will not make this act truly effective until we do adopt a process of 
reconciliation, and along with it, the withholding of enrollment. 

I think the multiyear budgeting which I know you, Mr. Chair- 
man, have worked with, the multiyear outlook is good. The Presi- 
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dent's budget carries with it these forecasts, because obviously, you 
cannot just plan for 1 year at a time when you deal with a budget 
Someone who decides to buy a house in a personal sense is maMng 
a decision as to the budget implications for repayment for a 30-year 
period. People who make commitments in their personal life and 
the business world have to think about the multiyear impacts even 
though it may have a 1-year impact. I think it is important as part 
of the budget process that we not only rect^nize the impact of 
what we are doing for 1 year, but also look into the outyears. I 
believe this attitude on the part of the budget process would force 
other committees to take a little more serious look at the impact of 
entitlement programs. We have heard our colletigues get on the 
floor and say, well, it only costs $5 million or $10 million or $20 
million this year, and ignore the fact that somewhere down the 
road they may have a $1 billion or $2 billion program built into 
entitlement. AH of those things come into focus to the point that 
the uncontrollables have grown from something like 60 percent to 
now 75 percent of the budget because we failed to look at the 
implications of what we do legislatively, on down the road. 

Perhaps the Budget Committee can at least put up some alerts 
as to those possibilities in order to maintain a responsible fiscal 
process. 

I will just say in closing, the United States has had the luxury, 
because of the tremendous wetilth of our Nation and resources 
following post-World War II, of being careless in our fiscal policies. 
That day is over; the day of cheap energy, the day of cheap labor, 
the day of cheap resources, the day of cheap anything, is gone. 
Therefore, I think at this point in the history of this Nation, we 
have a responsibility to be more fiscally concerned and to evaluate 
our actions than at any time in our history if we sire to provide 
cost-effective government and the good management that is re- 
quired if our colleagues in the years to come are to have the 
options of dealing with problems that exist in that time. We could 
not have anticipated 5 years ago the impact of energy costs in both 
the private and public sector that has resulted from OPEC actions 
and the demand curve. Yet decisions were made 5 years ago where 
if we held been able to take a better look we might have avoided 
some of the problems experienced today. 

In the process of budgeting, we need to at least discuss the 
implication for future years of the actions we are taking today. I 
hope the decade of the 1980's as the decade of the 1960's and 1970's 
will see great innovative pri^rams in the socieil areas. I hope the 
decade of the 19S0's will be known as the management era, where 
we take a look at programs and try to make them cost-effective, 
make them serve the objectives of this Congress, and at the same 
time have a sound fiscal policy that will not result in what the 
Joint Economic Committee predicted, which is 140-percent inflation 
in the next 10 years if we fail to make the right decisions in the 
Halls of Congress. 

I thank you, Mr. Chairman, for your leadership in this task force 
and for this opportunity to discuss some potential changes in the 
act. 

[The prepared statement of Mr. Regula follows:] 
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Prepared Statement of Hon. Ralph S. Rbgula 

Mr. Chairman, I am grateful for the opportunity to be here today and to be a part 
of what I believe will be the most important hearings that the Budget Committee 
has ever held. 

Under your leadership, this task force has already made significant strides in two 
extremely important areas — multiyear budgeting and the control of Federal credit 
programs. Now, you are about to consider appropriate chaises to the entire budget 
process, and I think this inquiry is timely. We have now had 5 years of experience 
with the 1974 Budget Act and the resulting congressional budget process; we have 
gone through one complete business cycle; we have made some progresa in meeting 
the objectives of the Budget Act, but we have a long way to go. 

The general perception of this committee is one of fierce partisan politics. This is 
unfortunate because the truth is that on major issues relating to the budget process, 
there is significant bipartisanship. The work of this task is a perfect example, 

Mr. Chairman, I plan to focus my testimony on the subject of reconciliation, but 
before 1 address that important issue, I would like to touch briefly on other crucial 

First, the budget process has not been a complete failure, as some might suggest. I 
think too often the perception of the budget process is drawn from the bitter fights 
we have seen over budget resolutions. This is unfortunate because there is much 
more to the but^t process than budget resolutions. 

Let me cite two examples. Pirat, I am pleased to see that many Members are 
beginning to discuss the budget in terms of its fiscal policy implications. We have a 
long way to go, but at least we are pointed in the right dirertion. This is not an 
insignificant change. Second, I believe the Budget Act and the budget process has 
produced some degree of fiscal discipline and restraint. My opinion stems from three 
main sources: <ll the controls on backdoor spending (for example, contract authori- 
ty) which were put into the Budget Act, (2) the role of CBO and the Budget 
Committee staffs as well as Members in disseminating coat and policy option infor- 
mation on various legislative proposals, and (3) as 1 noted above, the improved 
quality of knowledge and debate on the part of Members. I am well aware that 
spending rates have increased dramatically for the years after the Budget Act 
compared with the years before the Budget Act, but I believe things would have 
been worse without the Budget Act. 

Despite these positive elements, there is much to do to improve and strengthen 
the congressional budget process. I have already mentioned the desirability of 
bringing Federal credit programs under the umbrella of the budget process; this 
includes the off-budget agencies, which are primarily engaged in carrying out the 
many Federal credit programs. 

I have also mentioned the desirability of moving from what is essentially a single- 
year budget process to true and meaningful, multiyear budgeting. While I dislike 
the term "uncontrollable," it is a fact that about 75 percent of the budget is 
classified as "relatively uncontrollable in the budget year." This figure declines in 
the outyears and therein lies the real opportunity of achieving legislative savings. 

Timing is another major problem I see with the bui^et process. In our Minority 
Views on the Second Concurrent Budget Resolution for Fiscal Year 1980, the minor- 
ity Members said: "One of the basic flaws in the Congressional budget process is 
that the first budget resolution, coming before the Congress considers any spending 
measures for the budget year, is not binding, whereas the second budget resolution 
coming after consideration of spending measures, is binding. Predictably, this proce- 
dure has made the first resolution a political process and the second resolution an 
adding-up process (the spending measures are simply summed to arrive at the 
totals)." ' 

I would like to see this problem addressed, but I see no obvious solution at this 
time. One idea that intrigues me might contribute to a solution, but would actually 
be targeted for a different problem, namely, the problem of missing the September 
15 deadline for adopting a second resolution. I would like to consider a change in 
the Budget Act that would automatically convert the first resolution to a "tempo- 
rary," but binding, second resolution until such time as the Congress adopts some- 
thing different. Such a provision would obviate the present very weak sanction — not 
being able to acLJoum "sine die" — against not adopting a second resolution, and 
would put more importance on the first resolution. 

I also think we should try again to invoke section 301(b) of the Budget Act which 
would hold all spending bills short of enrollment until the second resolution is 
adopted. You will recalT that our cominitt«e included this provision in its reported 

' House Report No. 96-^35, p, 296. 
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First Budget Rceolution for 1980. Unfortunately, we got rolled on the floor, and the 
provision was deleted from the resolution. In view of the tardiness of spending bills 
and the proliferating use of continuing resolutions. I see little problem with this 
procedure; I do see the advantage of facilitating any reconciliation that may be 
deemed necessary. It seems to me much easier to reconcile bills not yet enrolled 
than laws already on the books, 

1 would be remise if I did not reiterate the longstanding basic Republican position 
on budgeting — that is, the budget aggregates should be determinal first, and only 
then should the program mix be determined within the aggregates. One of the main 
reasons I am supporting the spending limitation proposals of our chairman, Mr. 
Giaimo, and our colleague from Oklahoma. Mr. Jones, is that I believe their propos- 
al move in the direction of establishing two-fit«p budgeting. 

I would now like to turn to my main topic, which concerns the reconciliatioo 
process, or perhaps I should say the lack thereof. 

Congress adopted the 1980 budget 2 months past the deadline speciHed in the 
Budget Act. The main issue was reconciliation, which was fought between House 
Democrats and the rest of the Congress, since both Republicans and Democrats in 
the Senate and Republicans in the House strongly supported reconciliation. As we 
all know, the House Democrats won. 

Reconciliation has never been used on the spending side of the budget. If imple- 
mented, reconciliation would have required specified standing committees to modily 
already-passed legislation to achieve the dollar savings specifled in the reconcili- 
ation language. Reconciliation directions cannot be specific; rather, they direct the 
committees to report changes in any program under their jurisdiction so long as the 
specified dollar savings are achieved. Under reconciliation, the Budget Committees 
would have had nothing more than a collating role; section 3I0(cK2) of the Budget 
Act requires that the Budget Committees report a single reconciliation bill or 
resolution that carries out all recommendations of the specified standing commit 
tees "without any substantive revision," The charges that the Budget Committees 
would achieve a power grab were, therefore, unfounded. 

Before the 1974 Budget Act, spending bils were considered individually, and there 
was no forum for considering their sum total. The Budget Act sought to provide 
such a forum by establishing a first, "target" budget resolution in the spring prior 
to the consideration of any spending bills, and a second, "binding" resolution in the 
fall after the spending bills had been considered. But. framers of the Budget Act 
rect^nized that this process would do nothing in case the targets were excee^d or if 
the sum total of spending actions, now viewed in their entirety, was otherwise 
unacceptable. That is why reconciliation was put in the Budget Act. Both original 
House and Senate versions of the Budget Act contained similar reconciliation provi- 

During markup of the Second Budget Resolution for 1980, both the House and the 
Senate Budget Committees decided to assume {3.6 billion in "legislative savina", 
spending reductions that would be realized only by changing existing laws, ^le 
House Budget Committee had gotten into the habit of assuming legislative savings, 
even though very few of these ever were enacted. For example, assumed legislative 
savings for 1979 totaled $2.5 billion, but only $13 million was actually realiied. The 
Senate Budget Committee has never been big on legislative savings, preferring 
instead to work off of "current policy", but ttiis year not only detided to make 
legislative savings assumptions, but decided to enforce them with reoonciliatim. 
Probably, they had learned from our lack of success. 

The House Budget Committee, true to its customary practices, assumed legiaUtive 
savings, but then steadfastly refused to enforce its assumptions (which, by and 
large, were the same as the Senate's) by reconciliation. An obvious advantage here, 
even without reconciliation, is the appearance of a lower deficit and spending levd. 

A spurious reason for this stand was given— House committees had Doen cocqwra- 
tive in addressing the legislative savings assumed in the first resolution; to compel 
compliance would be a dastardly slap in the face (not to mention turf) of then 
committees. Yet. 2^h months into the fiscal year, only $201 million Of the ^6 
billion has been enacted, nevertheless a credit to the hard work of our ooUeagUB, 
Leon Panetta. Yet. throughout the debate, I repeatedly heard that $1.6 UlUoo in 
legislative savings was practically the law of the land. Even ignoring the remaining 
$2 billion that apparently wasn't even in the pipeline, this $1.6 billion rfp rmr niwt a 
curious arithmetic. Reported legislation not yet considered by either Hotue (even tf 
reported in only one House) counted; the higher of the expected savings M between 
the House and Senate versions was counted (if only one House had acled, then that 
figure was used); the highest possible assumed savings were used. For example, in 
the case of hospital coet containment, the administration estimate t& S620 raiUiOB 



was used instead of the $350 million estimate of savings from the Congressional 
Budget Office. House committes had been about as responsive to the assumed 
legislative savings as the Ayatollah Khomeini. Reconciliation was written into the 
Budget Act for just such a time and purpose. 

I do not wish to detract from the work of our colleague from California (Mr. 
Panetta). who as chairman of the Task Force on Legislative Savings has worked 
hard and constructively in the area of legislative savings. I believe he has laid an 
important foundation for real success on this front in the future. To me, the real 
hope for achieving meaningful legislative savings Ilea in two areas, one of which this 
committee has direct control over, and that is multiyear budgeting. There are many 
good reasons for moving to multiyear budgeting, and one of the best is that we could 
then target our l^islative savings assumptions further in advance. Let me clarify 
what I mean by "multiyear budgeting." To me, good budgeting is good planning, 
and good planning must entail planning horizons more than 1-year long. I do not 
favor multiyear budgeting if it means 2-yeBr budgeting. Our efforts should be 
directed at the appropriate fiscal policy over a 2- to 5-year range. It should be a 
dynamic planning process that recognizes that changes in fiscal policy are some- 
times appropriate. 

The other area in which there is hope for legislative savings lies in sunset 
legislation. Unfortunately, many of the proposals I have seen exclude entitlement 
programs, which constitute the lion's share of the growing uncontrollable portion of 
the budget. 

It is important to recognize that while reconciliation has been deleted from the 
budget resolution, the legislation savings are still included (even hospital cost con- 
tainment, which in effect has been killed in the House), As a result, Republicans 
have been saying publicly what Democrats have been saying privately — there will 
be a third resolution this spring, for the third time in the last 5 years. With all this 
controversy, one would think that reconciliation would have been a significant act 
of fiscal frugality. But at S3. 6 billion, the issue concerned less than I percent of the 
budget. To hear it from the committees that would have been affected, the Budget 
Committee was asking them to do the impossible. 

Reconciliation is not even a very powerful tool. Just as "binding" second budget 
resolutions turn into third resolutions (which can turn into fourth resolutions) the 
requirement is no stronger than Congress' will to impose discipline on itself, failure 
to complete action on reconciliation carries the same weak sanction as not adpoting 
a second budget resolution — Congress can't adjourn "sine die." Since all section 310 
of the Budget Act requires is "completed action" on the reconciliation requirements, 
the letter of the law could be met by defeating a reconciliation bill; Congress can 
play the "Washington Monument Game" (the bureaucratic art of offering up for 
slaughter a program that is exceedingly popular) as well as the executive branch. 

Our distinguished chairman along with other members of this committee held 
forth with the argument that reconciliation would go down on the House floor 
because many Democrats, led by their respective committee chairmen, would vote 
against the entire resolution if their committees were directed to take reconciliation 
actions, and that not enough Republicans would join forces with the remaining 
Democrats to pass the resolution. Perhaps. But a majority of the House Republican 
conferees (myself included), the House Republican Leader, the president of the 
Republican Freshman Class, and many other Republicans (and 1 assume some 
Democrats) were willing to swallow very hard and accept the $30 billion deficit and 
record spending and taxing levels for the principle of reconciliation. 

Outnumbered 2 to 1 in the House, we Republicans are used to charging windmills. 
I wonder if it was because of the fear of defeat, even for so just a cause, that my 
Chairman and his Democratic colleagues on this committee refused to support 
reconciliation on the floor. Whatever their reason. I voted against the resolution 
because the country would have been better served by no budget resolution than 
one that is unrealistic. 

In conclusion, Mr. Chairman, 1 want to reiterate my strong support for your 
efforts and for the budget process. We all favor a stronger and more meanii^ul 
budget process. Until we get there, we must use each and every tool available. 

Mr. MiNETA. Mr. Regula, you have a very deep commitment to 
the budget process. You have also been very cour^^eous in attempt- 
ing to explore various ways to curb spending. I was personally 
pleased when you joined as a cosponsor on the legislation dealing 
with Federal spending aind tax control. In just the few years I have 
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been on the committee, I have been very, very impressed with your 
work in the committee. 

I am just wondering whether we are ^e^^lly addressing the issue 
of spending priorities? It seems to me, through the estimates proc- 
ess, we find ways to accommodate all the committees, then we have 
to rearrange. Whereas, if we started with an aggregate, then forced 
the Members to have to choose within this aggregate what the 
spending priorities are going to be, that is really where we ought to 
be going. It seems to me that is the objective of H.R. 6021. 

I am wondering, given the desire to do that, whether or not our 
ability to do that is vastly short of the rhetoric to doing that? 

Mr. Regula. It boils down to discipline. Each one of us has to 
make fiscal and budgetary decisions in our personal lives. If you 
are a manager of a business, you have to make decisions. You had 
to make them as a mayor of a city, because you did not have the 
printing press; you could not monetize your budgetary excesses, 
which we have done in the Congress in our Federal policies. Frank- 
ly, it is not going to be pleasant, always, to give up something that 
m^ht be a pet program. But frankly, Mr. Chairman, I supported 
the legislation that you and the chairman of the full committee 
have introduced, simply because it is a starting place. Within the 
budget process, unless we are willing to make those judgments, we 
will have raging inflation because monetizing the deficits ultimate- 
ly has to result in inflation. All we are doing is shortchanging the 
future generations. 

Ironically, those who complain the most tend to be individuals 
strongly in favor of social programs. Ironically, they are depriving 
future Congresses and the Government of the ability to deal with 
social needs in the future by voting for excessive spending today. 
Excessive spending builds in huge debt-service costs, it reduces the 
purchasing power of the dollar, and it is not a responsible approach 
if you look at the long-term goal of Government to respond to the 
needs of people in our society. 

Mr. MiNETA. Given the growth in entitlement pn^ams, do you 
think they should be subject to the appropriations process? 

Mr. Regula. I think some should, particularly those not result- 
ing from trust funds. Social security is a flow-in, flow-out fund and 
Congress has attempted to respond through the tax structure to 
assure the adequate funding of the entitlement end of that pro- 
gram. But it seems to me some entitlement programs, such as State 
grants, should be made subject to the appropriations process and 
should be sunsetted. 

As I recall yesterday, we sunsetted the bill on child health. 

Mr. MiNETA. What effect would that have on particular pro- 
grams? 

Mr. Regula. Well, it is difTicult to be specific, but at least by 
making these subject to the appropriations process we are forcing a 
level of oversight which does not now exist. If entitlement pro- 
grams continue to grow, at some point there will be no need for a 
Budget Committee or a Congress. We will just meet and ratify the 
decisions already built into the law. 

This growth of the entitlements and uncontrollables from 60 
percent to 75 percent today could continue to the point there wUl 
be very little flexibility left to respond. 
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Mr. MiNETA. Should we be voting during the year on the out-year 
numbers? 

Mr. Regula. I think so. I think we should have some element of 
control over them. 

Mr. MiNETA. You mentioned putting more importance on the 
first resolution by converting this into a temporary binding resolu- 
tion if the Congress does not act by the second. Some argue this 
would weaken the process by encouraging the Congress never to 
act. How would you respond to that? 

Mr. Regula. I am not in concrete on that one. I think it is iin 
idea we should consider. It follows from the idea that our colleague 
from New York, Mr. Conable, has pushed hard, and that is to stop 
the enrollment of bills until such time as there has been a second 
resolution. 

The difficulty is, we have not accepted the discipline of the 
budget process. In an effort to achieve a greater discipline, I think 
that this proposal for a temporary binding first resolution is some- 
thing we should explore. 

Dr. Schick suggested yesterday in answer to a question from Mr. 
Gephardt that this proposal, if adopted, might save the budget 



Mr. MiNETA. Thank you very much. Mr. Conable. 

Mr. Conable. Thank you. I apologize for not beii^ here during 
your testimony. We are grateful for the thought you have put into 
this. 

Mr. Regula. We all recognize this is not a very glamorous sub- 
ject and it is a thankless task which you on the task force have. 

Mr. Conable. It is the real stuff of Government. 

Mr. Regula. No question about it. 

Mr. MiNETA. Mr. Gephardt. 

Mr. Gephardt. I apologize for not being here for your testimony, 
and I wish I could have been. I take it you are espousing the theory 
that we need to do the two-step process; is that correct? 

Mr. Regula. Yes. 

Mr. Gephardt. Voting on aggregates, then carrying forward? 

Mr. Regula. Yes. In other words, the spending limitation ap- 
proach. 

Mr. Gephardt. Are you endorsing the proposal of the chairman? 

Mr. Regula. I am a cosponsor of the chairmem's proposal. Con- 
ceptually, I think it is a vital step we have to take. We have to 
start out and say what the economy can handle in terms of fiscal 
policy. We could double the bucket and still not get everything that 
everybody would like to have done. So, we had better start out and 
say what kind of fisceil policy are we going to have as a Federal 
Government. When we spend 21 percent of the gross national 
product of the Nation, obviously that has a substantial impact. 

Mr. Gephardt. Do you think the limitation proposals should be 
coupled with the proposal that requires a separate vote on aggre- 
gates before you go to the specifics of the budget? 

Mr. Regula. Yes. I think if somebody is going to offer the 
amendments that we had on both the first and second resolutions, 
they should be required to say where those amendments are going 
to toke us in terms of spending aa a percent of GNP. 
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Mr. Gephardt. I agree with you. I think we need to enact some- 
thing in the near future to deal with the situation next year. It is 
going to be very difficult for the budget process. When you consider 
the economic situation we may be in, the desire to increase spend- 
ing in some areas in real terms and the competition we have for 
the budget, the amount we are spending now at the Federal level, I 
think the process is going to be under great stress. It seems to me 
we need to put in place, before we enter that phase, somethii^ we 
can hang on to. 

Mr. Regula. Absolutely. If you look at the figures, what we have 
done is ratchet upward. Every time there is a dip in the economy, 
we think we should increase Federeil spending. What happens is 
that dips in the economy occur with great regularity but increas- 
ingly higher plateaus. So unless we accept the discipline you are 
suggesting, I think we are headed for some real inflationary prob- 
lems in this decade. 

Mr. Gephardt. We appreciate your testimony. 

Mr. MiNETA. If your time permits, we would be glad to have you 
join us as an ex officio member of the task force. 

Mr. Regula. Thank you. 

Mr. Mineta. Next we are pleased to have Mr. Whitten, dean of 
the House and chairman of the Committee on Appropriations. 

Certainly, it is impossible to summarize in just a few short words 
the numerous contributions which the distinguished gentleman 
from Mississippi has made over his many years of service in the 
House. We do note that he played an extremely important role in 
the development and formulation of the Congressional Budget Act 
as cochairman of the Joint Study Committee on Budget Control, 
and, that under his leadership, the Appropriations Committee has 
contributed greatly to the success of the budget process. 

It is without a doubt an honor and privilege for the task force to 
have Congressman Whitten here this morning. His experience in 
and knowledge of the appropriations and budget processes rank 
second to none. 

Mr. Chairman, we are pleased to have you here. Proceed in your 
own fashion. 

STATEMENT OF HON. JAMIE L. WHITTEN, A REPRESENTATIVE 
IN CONGRESS FROM THE STATE OF MISSISSIPPI AND CHAIR- 
MAN, HOUSE COMMITTEE ON APPROPRIATIONS 

Mr. WnrrTEN. Thank you, Mr. Chairman. I appreciate your com- 
ments. May I say, in my service here 1 have learned a whole lot 
about what will not work. Over the years, the Congress has made 
several efforts at budget control. 

It was a real pleasure for me to serve on the Joint Study Com- 
mittee on Budget Control and on the Bu<^et Committee for its first 
year. I, in turn, wish to pay tribute to the members of this commit- 
tee. It is a thankless task you have to do, and one which is highly 



During the last several hundred years, a number of political 
leaders have said that a democracy cim exist as a permanent form 
of government only until the voters discover that through their 
Representatives, they can vote themselves largesse out of the 
public treasury. From that time on, the majority has all too &e- 
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quently voted for the candidate promising the most benefits from 
the Treasury, with the result that democracy tends to collapse. 

Certainly we face a problem, and the things I have learned, and 
such contributions as I made to the Budget Act, have to do with 
preventing mistakes as learned from earlier experience. 

One thing we insisted upon was that the first budget resolution 
set only a target. How can a Congress set a flat dollar amount 
prior to any hearings or detailed consideration? So, it was set up as 
a target. 

In the prepared stetement which I have made available, you may 
wonder why two or three pages were given toward the subject of 
stfibilizing the economy. That was done because I find prevalent in 
the United States the point of view that we can solve all our 
problems by cutting down public spending. That is not true, and I 
felt it should be put in the first part of my statement. The best we 
can hope for is not to cut back, but to level off. 

How in the world are you going to pay back a cheap dollar that 
you borrowed with a hard-to^et dollar? We have to give thought to 
the expenditure side; we also have to give thought to the income 
side. In my own area, I have said I would a whole lot rather — and I 
feel we must — balance the budget at shoulder height and not down 
at ankle level. While most of my remarks will have to do with the 
spending side, at the outset I wish to point out the necessity of 
keeping income up, because otherwise we will crack up just about 
every individual or company who is in debt in any way. 

ADVANCE AUTHORIZATIONS 

In simple terms there are two things I think would help our 
problem greatly: One of them is to provide that authorizations 
would be over a 2-year period, or at least that authorizations, 
except in exceptional circumstances, should not take effect until 
the following year. 

That would help not only here on the Hill, but would help the 
executive. You can talk to anybody in the executive branch and 
they will tell you they are wrestling with next year's budget before 
we have passed this year's authorization bill or appropriation bill. 
It leaves a lack of continuity and some spinning of wheels in the 
executive branch. 

TWO-THIHDS VOTE ON ENTHXEMENTS 

The other thing, I think we should make it so that entitlemente 
or indexing, might require a two-thirds vote for passage, or some 
other way to restrict it. You know, what all this is about is efforts 
by people in the country — and I am afraid by us in Congress — to 
avoid restrictions on what we want to do. 

If you study the record, you will see the Appropriations Commit- 
tee, which can only recommend to the Congress, for 35 years heis 
been within the budget with the exception of 1 year. Where we are 
in trouble is where folks have successfully tried to bypass the 
annual hearings and reports by the Committee on Appropriations. 
All the indexing and entitlements are done with that in view. 

Now may I say the record that the Committee on Appropriations 
has is made possible because our collef^ues — with our help, fre- 
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quently — have taken care of all these things outside the annual 
review in the appropriations process. So, we are able to hold that 
which we do have before us under the budget. 

AUTHORIZATION PROaRAMS 

We are all in this thing together, and procedurally we need acme 
realistic improvements. I have given a whole lot of attention to the 
dates and requirements that are spelled out in the Budget Act. 
liiey are impossible of attainment by the l^islative committees. 

This year and in all the years I have been here, on a subcommit- 
tee bill I have handled since 1949, I only asked for a rule one time. 
That was a special emergency. We had to have a rule. I have 
always taken our bill to the floor, and if someone subjects items in 
it to a point of order, let them make it, and if it is not authorized, 
it will go out on a point of order offered b^ any one Member. 

This year we had to go to the Rules Committee on 10 out of 13 
bills, because of lack of authorization. 

Originally the departments were spelled out as to what they 
should do. It spells it out in the basic legislation so there is no need 
for reauthorization, Carl Vinson — one of my good friends, who at 
96 is still active and around — during the war was in the saddle 
dealing with defense; first the Navy, then overall defense. By 
having annual authorizations he kept his committee tn the fore- 
front and kept the other side waiting on what he did. 

Well, he got lots of attention. I am not trying to pass on the 
merit of that approach, but he started the practice of annual 
authorizations, which in turn kept his committee in the forefront. 
Others began to do that. I am not talking about the merits of that, 
but the history. 

ENTfTLEMENTS AND INDEXING 

All we can do on the Appropriations Committee is recommend. 
We have detailed hearings; we go into items and compare them; we 
have a chance to say, what have you done with the money you 
already have. We spend weeks in detail trying to go into and prove 
these things. But I want to say again, the reason our committee 
has been able to stay within the budget over the past 35 years is 
because with the help of our colleagues — and your help, too — in 
many cases, we have taken care of so many things i^e public 
demanded and wanted through entitlements. 

At the time this process was set up, to bypass the annual review 
process, you let Government agencies operate on contract auUiority 
and then we had to pay the bill or cost. To avoid that is one of tJie 
prime reasons we set up the Budget Committee. But when we 
implemented the stoppage of contract authority. Congress substi- 
tuted entitlement programs. To that. Congress added indexed accel- 
eration — added inflation to offset inflation. What we are doing now 
and what msikes it so serious, in my opinion, about leveling off, is 
when Mr. Mahon was retiring I jokingly told him he took all the 
money with him. I then had a study made and it was found that 58 
percent of the laws we have have built-in indexing. We have lost 50 
percent of the value of the dollar since 1967. The dollar has depre- 
ciated 50 percent. 
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We do not have our money tied to anything of value. When the 
nations of the world took the Americein dollar, which was the 
world's mark of sound insurance, and put it in their portfolio, or 
lockbox, they had something of real value. I have a statement of 
Dr. Burns, the former Chairman of the Federal Reserve, that West 
Germany and Japan had over $100 billion of our money locked up 
which was in excess of their needs. Private individuals also held 
billions of dollars. That caused us little inconvenience as long as 
they did not demand payment. But when they saw us handling our 
domestic affairs as we had been, they began to want something for 
their money. Japan got to where they required their people to 
spend dollars if they were going to travel. So it weis around the 
world. Now that was in advance of the oil problem, which adds 
greatly to an existing problem. 

So where our dollar is not tied to anything of value, but just 
printed, it makes it hard for us, as a Congress, to hold back, when 
we can just print more money. We have reached the point where 
frequently we do not see how we are going to get out of it, so we go 
ahead and vote something more. 

Mr. Chairman, today I called to the attention of the House — my 
comments, will be in the record tomorrow — that some weeks ago I 
reintroduced a bill to establish the Reconstruction Finance Corpo- 
ration. Under the charter of that Corporation, we provided the 
right to buy and sell, to require conditions for lending, and so 
forth. 1 pointed out today that with the Chrysler problem at the 
moment, and before that Lockheed and New York City, I do not 
think we as a Congress are equipped to get the information, super- 
vise the operation, or see to any of that. I am not talking specifical- 
ly about what we might have to do for Chrysler. But in the long 
run, the records in our committee show we have already committed 
ourselves to $500 billion in guarantees, contracts, and treaties. 
That is in addition to the already massive $800 billion national 
debt. These guarantees are an obligation that if conditions do get 
worse we could be called on to pay. 1 see the need for a corporation 
to help do that. 

I come back to the fact that the time limits in the Budget Act, 
which we wrote with the best of intentions, have proven to be 
completely unworkable as long as you have to have annual authori- 
zations. I think we are going to have to tangle sooner or later with 
entitlements and indexed acceleration if we are to have any degree 
of control. 

When individuals get accustomed to some kind of income, when 
they get accustomed to the programs we now have, you have to be 
very careful of slowing the speed of our economy down to where 
you do not crack up. I say we are in real danger, because if we 
keep up the present pace we will reach the end, as Germemy did 
after the end of World War I. If we slow down, we could crack up 
from the other side. We are riding a teeter pole. So I reiterate our 
purpose and your purpose should be to level off at current levels. 

POSSIBLE CHANGE IN CONTENT OF BUDGET RESOLUTIONS 

I think time has shown that there are two or three things we 
oi^ht to do in addition to what I have already said. I did not 



comment too much on it when we had the budget ceilings up in the 
House. The bloodletting that we had there was as though we were 
passing on the item, when really we were first setting a target, 
then later a ceiling on functional categories. We forgot all about 
functional categories insofar as the press and most of the Members 
were concerned. It was treated as though each amendment was the 
real McCoy. It went out across the country, you voted for this, you 
voted for that — yet they are merely part of the overall amount. I 
have in this statement a suggestion that perhsfis we should require 
any amendments to provide for a change percentages, so if you up 
this you cut down the remainder of the percentage. That way you 
would have to offer amendments to add to or cut percentages in 
that category some way, and thus retain the total. Then people — if 
they got the idea you are voting for a certain dollar amount for a 
certain purpose, which is not within the purview of the budgeting 
act — could see what you were cutting bfick to offset the increase. 

I do think the annual review process is very essential. I think the 
record of the Committee on Appropriations is excellent, but I 
would agree again it might not be half as good as it is if Congress 
had not taken care of entitlements and other kinds of commit- 
ments which if they had come before this committee, doubtless we 
would have yielded to public pressure in the same way the Con- 
gress has — certainly to some extent. 

So we are trying to make ourselves do what we know we ought 
to do and refrain from excesses that the people and we ourselves 
demand. I have always said you are not going to get any Congress 
to lock themselves into a building without a key, and if they have a 
key they can open the door — and will. So when you get through 
and we get through, a majority of the House can still go to the 
Rules Committee and request a rule waiving all of it. 

So we have to draw lines to help us hold the line and reach a 
balanced level, a high level because we cemnot reach one at a low 
level without our economy cracking up. 

I have elected to direct my remarks in a general way, but in the 
prepared statement we do take it up date by date and detail other 
matters to support the general conclusions I have given you, I aay 
again that not only has this committee done great work, but you 
have done it at great inconvenience and with some difficulty, be- 
cause all of you have additional assignments. 

NONPBRMANENT COMMITTEE 

I will volunteer that I do not know whether to make this a full- 
time committee, which many of your members doubtless wish. I do 
not believe as a Congress we could afford to have any group have 
the final word where they had just hit the high points as against a 
committee which has spent months in detailed hearings dealing 
with it. To substitute one for the other would be a mistalEe. But 1 
think for us to work together in the right direction is essential. But 
when it is all said and done we will just try to hold back because 
when pressures are strong enough. Members will go to the Rules 
Committee and weiive it all, which may be as it should be. 

I think we face a dangerous situation from inflation. When we 
read about the prior disasters — and I have studied a whole lot in 
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the last year or two — but when we hear about the panic £ind 
disasters in years before, it is because people lost sight of true 
values. The one we have now is the excess printing of money; there 
is nothing to hold you back except the ability of the printing 
presses to run. Germany in the early 1920'8 hired 2,000 more 
people just to print the money. I was in China during the war. 
China had borrowed $300 million from our country. Part of it was 
spent to print money and they quit printing the equivalent of $10 
bills because they would not buy as much as it cost to print them. 
That could happen much more easily here unless we do not find 
some way to level off. 

I do not know whether I have made myself clear, but I have tried 
to stick to the major points I have made in detail in the prepared 
statement. 

[Testimony resumes on p. 277.] 

[The prepared statement of Mr. Whitten follows:] 

Prepared Statement op Hon. Jamie L. Whittbn 

Mr. Chairman and members of the committee, I welcome the opportunity to meet 
with you today to discuss the operation of the congresaional budget process and 
some of the weaknesses which I think have become apparent. In the first place, with 
inflation growing so rapidly, it becomes imperative that we take every possible step 
to stabilize our economic situation. 

First and foremost, I believe we must take steps toward a balanced budget, 
though it may take several yeara to attain that goal. In this effort, I rect^nize that 
aa we balance the budget— we must give special attention to keeping our people 
employed in productive work so as to maintain income. In other words we must 
balance the budget at the presently high level for you cannot pay off a cheap dollar 
with a hard-to-get dollar. We cannot manage the existing debt and the interest it 
carries with it unless we keep present dollars coming in— but we must level off 
Federal deficits and keep our dollars from getting cheaper and cheaper, both at 
home and abroad. 

Now the first thing I believe we should do is to analyze how we got in our present 
inflationary situation. I'm convinced it is because we partially bypassed our annual 
review by Congress of eKpenditurea and revenue — and where we could see what was 
happening, the demands from home and by Members here simply exceeded our 
income, and we made up the difference by selling our gold and silver and by 
printing more and more money. 

I personally asked for an investigative review of these matters in an effort to 
determine their causes. We found that over 58 percent of our laws have built-in 
indexing — meaning that to offset inflation provision is made for an equal amount to 
be added — which just about doubles the rate of increase. 

The chief reason for the Congressional Budget Act was that we recognized that by 
backdoor spending — through contract authority and otherwise — we were bypassing 
the annual review and recommendation of the Appropriations Committee, which 
was base on detailed hearings and intimate knowledge of the various prt^ams. I 
support that effort by Congress, yet it is evident that ti^ether we must find some 
way to stabilize our economy by balancing the budget at the present high level. 

While everyone agrees with tliis broad objective, the big problem is that too few 
wish to "bell the cat '. But judged by the historical standards of Germany and other 
nations when faced with runaway inflation, the job of balancing income and outgo 
must be done. 

I feel sure that at present there are not sufficient votes to eliminate indexing— 
and if ^ou could do so, it could prove disastrous if done too quickly. The same goes 
for entitlements. 

There are two things toward which we must work— annual consideration and 
perhaps a two-thirds vote for any new entitlements or indexing — and 2-year authori- 
zations. 

1 shall direct my attention today to the spending side of this balance, though 1 
believe we all can see that increased production is the key to get back our dollars 
held abroad. To do that we must relax many regulations and restrictions which 
delay industrial expansion and o^n force domestic corporations to expand through 
building their new plants in other countries. 
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Restrictions on the use by American industry of those things and those practices 
which are readily used by our competition in foreign countries, increase costs, 
destroy initiative and result in expensive delays. We read that the United States is 
falling behind in research and development. A correction of this condition ia primai^ 
ily on the income«mp]oyment side and is of equal interest to us — it is as necessary 
as our procedures in connection with public spending. 

The world needs our food, but we follow a program whereby we are virtually 
dependent upon international companies, plus our extension of credit, or gifts, to 
move our production into world trade. This all too often results in our country being 
a residual supplier and our producers are paid to store a part of their production. 
We sell, as we did to Russia, virtually the world's supply of salable grain, which is 
available for use in promotion of their foreign policy — at least we have no record 
that this is not being done. 

While these matters and their solutions are vital to the income side of balancing 
the budget at a current level, my purpose here is to discuss the other side— the 
expenditures. 

Clearly one of the most severe problems that has emei^ed with the budget process 
is one of timing. For a variety of reasons the Budget Committee has been unsuccess- 
ful in adhering to the schedule envisioned in the Budget Act. Similarly appropri- 
ation bills have been delayed mainly because of laclc of timely authorizations. And 
at the bottom line of all of this is the fact that advance or earlier authorizations 
that were hoped for in the Budget Act have not materialized. 

Many of my remarks today will relate to the basic need for effective annual 
reviews by Congress of Federal spending. This is demonstrated by the fact that the 
value of the dollar has depreciated 50 percent in the last decade and continues to go 

In turning now to the expenditure side of the equation, let me first say that the 
oversight committees, budget committees, and appropriations committees all have a 
proper involvement in this annual review process. In terms of budget authority, the 
Appropriations Committee handles only about 59 percent of the budget, of which 
some 25 percent ia relatively uncontrollable under existing law. The value of the 
annual review by the Appropriations Committee, as an arm of Congress, is proven 
by the fact that — of the portion of the budget that is handled by the Appropriations 
Committee — for each of the 35 years since World War II, appropriations have been 
well below the budget requests with only one small exception. 

Let me say, from a personal standpoint, that while I am just completing my tint 
year as chairman of the Appropriations Committee. I have served on the committee 
since 1943, almost 37 years. During that period I have served on a number of 
subcommittees and have had the opportunity to work closely with the financing of a 
wide range of Federal programs. I also had the privile^ since 1964 of serving n«xt 
to my distinguished predecessor, George Mahon. But with more pertinence to 
today's discussion, during my service I have had the benefit of considerable experi- 
ence with the general subject of congressional bucket control. In addition to our 
experiences with the Legislative Reorganization Act of 1946, the omnibus appropri- 
ation bill of 1950. and the Antideficiency Act, I was pleased to serve as cocheirman 
of the Joint Study Committee on Budget Control which laid much of the foundation 
for the Budget Act we are reviewing today. 

The Appropriations Committee has been dedicated to the olgective of effective 
budget control and has held the detailed hearings required to meet essential needs 
while holding down spending. In considering these matters we must keep in mind 
that our committee can only recommend to Congress. In my judgment the basic 
framework, while not perfect, is workable if Congress has the will to work iL 

It has been my experience that hard Fiscal decisions aro a matter of will as much 
as procedure. Adequate procedures are necessary but it seems that today restraint 
and fiscal discipline are no longer self-evident virtues of the Congress. It seems that 
we as a society tend to want more spending for almost every conceivable purpose, 
but we do not have the conviction and hence the willingness to raise the revenue to 
pay the bills. The heavy Federal borrowing which has resulted has contributed 
significantly to persistent inflation, dangerous and humiliating devaluation of the 
dollar, and ominous and chronic trade deficits. In the light of these peraistmit 
problems, I believe we aro compelled to review our congressional fiscal process and 
adopt any necessary roflnements to ensure its viability. The system may not be 
perfect, end as a nation we may or may not demonstrate the will, but we must have 
a system. And we cannot afford to have a system that is inefficient or unworkable. I 
believe that our experience since 1974 shows that a relatively limited n 
reflnements are now in order. 
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Before ne become inunened in the details of the Congreasioi 
some Buggestiona we have, let me offer the general observation that from the 
standpoint of the Committee on Appropriations, this legislation embraced three 
cardinal principles: 

First it provided a mechanism for the Congress to relate consciously the two sides 
of the budget — revenues provided by taxes and spending provided by various appro- 
priations. Not since 1S65 had this been in the purview of a single committee. We do 
not feel that the expectations of the drafters of the Budget Act have been fulfilled 
in regard to the consideration given to the revenue side of the budget. 

Second, in recognition of the fragmentation of the budget process which had 
occurred over a number of years, the budget legislation undertook to close what has 
become known as the "back door" of the Treasurv. Back-door spending in terms of 
contract authority, Treasury borrowing, and entitlement pn^ama had proliferated 
to the extent that the traditional authorization and appropriations process was 
seriously crippled. While there has been some success — often by virtue of the joint 
eflbrts of both our committees — to close "back doors" in some legislation, entitle- 
ments and escalator provisions in i)asic It^lation have become an even larger 
obstacle to budget controllability. This subject demands the attention of not only 
our two committees but of the entire Congress and the Executive. 

Third, the Budget Act attempted to provide for more timely congreesional budjj{et 
decisions by changing the fiscal year and providing for early or advanced authoriza- 
tion in order to compete actions on appropriations. 

CHANGE IN AtTTHORIZING RE^UIREHENTS 

Experience has shown that the most glaring flaw in the Bud^t Act is in the 
provision applicable to the timely enactment of authorizing legislation. Delay in 
action has occurred for many key authorizations and the problem has seriously 
damaged the successful operations of the Budget Act. 

I well recall when there were virtually no annual authorizations. The Appropri- 
ations Committee and the Congress relied on the obvious authorizations inherent in 
basic legislation establishing Federal activities and Federal departments and agen- 
cies. There was no annual duplication of effort. 

In my view the turning pomt came in 1959 with the first major authorization bill 
for the Department of Defense under the sponsoring of our former colleague, Carl 
Vinson. Since then annual defense authorizations have grown in scope and the 
practice has been seized upon by other committees to the point that the legislative 
macliinery of the Congress is virtually strangled. The system junst cannot digest the 
increased legislative volume represented by the proliferation of annual authoriza- 
tions. The most vulnerable victim is the congressional budget process. 

The budget control legislation mandates that a well-ordeted sequence of events 
occur in the l^islative process so that the objectives of the act can be achieved. Tlie 
key ingredients are timely action on bills providing authorizations for appropri- 
ations and the appropriations bills themselves. Traditionally the appropriations bills 
are reported on a timely basis once authorizing legislation is made available. With- 
out timely action on all authorizations, the process cannot work as envisioned. 

The Joint Study Committee on Budget Control in its final report in April 1973, 
expressed the opinion that appropriation bills could be speeded up appreciably if the 
authorizations did not occur in the same year as the appropriations and in fact 
recommended that "authorizations take effect no earlier than the fiscal year after 
the fiscal year in which they are enacted," In other words, it was contemplated that 
authorizations would be in place in advance of the commencement of the budget 



represented a barely acceptable benchmark in a workable legislative budget timeta- 
ble. However, the Senate version of the bill, and ultimately the law itaelf, provided 
r reporting authorizing legislation by May 15, 2 months later than the House bill 



required. This provision continues to present serious problems. 

The Budget Act assumed a legislative sequence premised on the concept that 
authorizations be in place before the appropriations are marked up each year and 
certainly before the appropriation bills are before the House. It is now clear that if 
the Committee on Apfvopriations observed this process, which is required by the 
rules of the House, virtually no appropriation bills would be in place by the 
beginning of the fiscal year and the Budget Act would be incapable of operating. 

If the Appropriations Committee is to meet the schedule in the Budget Act and 
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legialation not reported by this period— let alone passed by the House and agreed to 

by committees of conference — cannot be adequately taken into consideration in 
drafting appropriation bills. Further, and more importantly, this forces the Appro- 
priations Committee to seek waivers of the rules of the House requiring authoriza- 
tion before appropriations can be made or to have essential provisiona stricken on a 
point of order. Striking out unauthorized appropriations results in the measure 
being largely written in conference bypassing the House debate contemplated by the 
rules. Therefore, in the past, it has often been necessary to seek rules on over half 
the appropriation bills. 

For example, last year the committee was forced to seek rules waiving authoriza- 
tion of 10 of its 13 regular appropriation bills. This year the Committee was com- 
pelled to seek rules on 9 of the 13 regular bills. On the Labor-HEW appropriation 
bill last year, a rule was not sought; however, over $17 billion in budget estimates 
for programs which were not authorized at the time the bill was taken to the floor 
were simply left out of the bill. Most of these program authorizations were not 
passed by the Congress until the very closing hour^ of the session. As a result, the 
entire amount for unauthorized prt^ams was provided for in a continuing resolu- 

Last year in the bill for State. Justice, Commerce and the Judiciary, a rule was 
sought but because of opposition from various authorizing committees, the bill was 
brought up without the rule. As a result, over half of the bill was stricken on points 
of order because of lack of authorization. The Senate restored the items, many in a 
different form than contained in the original House bill. This meant that the 
prerogatives of the House were severely curtailed, and that the real decisionmaking 
was left to the Senate and the House conferees. 

In the area of enei^, the problem has been even worse. At no time during the 
last i years have energy authorizations been provided in a timely way. In fact, in 
some instances authorizations have been over a year late. If the committee had 
waited for the authorizations to be completed, there simply would be no fiinding for 
these critical energy programs. 

This year the Department of Defense appropriation bill did not even reach the 
House floor until September. If the committee had waited for enactment of the 
defense authorizing legislation before beginning the appropriating process, I feel 
that virtually half of Hie fiscal year would have elapsea before the appropriation 
could be signed into law. This would be a poor and expensive way to handle 
leralation with such obvious national security ramifications. 

The authorization problem is chronic and shows absolutely no sign of improving 
on its own. The provisions of the Budget Act have been tested and they are not 
adequate. Legislative timeliness is essential to congressional budget control. If a 
device is not found to secure authorizations in a more timely manner in such 
sensitive areas as national defense, international affairs, health, education, science, 
ener^, and others, the legislative budget process will become inoperative and the 
Congress will have forfeited a rare opportunity to implement effectively its will in 
setting national priorities and achieving legislative budget control. 

Several alternatives are available which would rectify the problem or improve the 
situation. Let me call attention to section 402(a) of the present law. It reads as 
follows: 

Reporting of Authorizing Legislation 

Sec. 402. (al Required Reporting Date.— Except as otherwise provided in this 
section, it shall not be in order in either the House of Representatives or the 
Senate to consider any bill or resolution which, directly or indirectly, authorizes 
the enactment of new budget authority for a fiscal year unless that bill or 
resolution is reported in the House or the Senate, as the case may be, on or 
before May 15, preceding the beginning of such fiscal year. 
First, this section could be replaced with language embracing the original recom- 
mendation of the Joint Study Committee on Budget Control to which 1 referred 
earlier. The proposal was that authorizations take effect no earlier than the fiaeal 
year after the fiscal year in which they are enacted. Under that proposal, authoriia- 
tions for the applicable fiscal year would be enacted before the President's budget is 
submitted. This approach was recommended by the Joint Committee after very 
careful study. From the standpoint of the Congress, it would accomplish two valua- 
ble objectives. It would solve the problem of late authorizations and allow the 
Congress to consider appropriation bills based on enacted authorizing legislation. It 
would also afford the Executive an opportunity to cast an annual budget in accord- 
ance with congressional intention as reflected in the authorizing bills. If the Con- 
gress is serious about taking the lead in setting national priorities, it would ■asm 



this approach would be most attractive. Enactment of authorization prior to Bubmia- 
sion of the bui^t would accomplish maximum congressional impact on the budget, 
permit timely consideration of appropriation bills and would reduce the extensive 
use of continuing resolutions, which further tends to diminish the influence of 
Congress on policy. 

Second, multiyear authorizations could be required with the provision that such 
authorizations hie renewed a year before the expiration date. There are a number of 
programs, especially some in the education field, that traditionally have been au- 
thorized on a multiyear basis. Many people who have studied the authorization 
problem believe the answer is multiyear authorizations. 

Third, and referring again to section ■102(al of the Budget Act, the requirement for 
reporting authorizing legislation by May 15 could be altered to require enactment of 
authorizing legislation by May 15. This would leave to the authorizing committees 
of the House and Senate the responsibility for planning and executing schedules for 
reporting bills, securing floor time, an scheduling conferences so that the May 15 
date might be achieved. 

A fourth alternative, but in our view one not fully satisfactory, would be to adopt 
the March 15 reporting date for authorizing l^islatlon as recommended by the 
Rules Committee originally and agreed to by the House in its version of the Budget 
Act. 

Whatever solution that may be agreed to should also Include a revision of the 
House Rules — perhaps clause 11 of rule XXI — which would disallow points of order 
against funds in appropriation bills after June 1 if renewed authorization is not 
enacted by that date. In other words, points of order would not lie against items in 
appropriations after June 1 because authorizations had not been reenacted. This 
waiver could be written so that it would not apply to new programs. 

So, Mr. Chairman, we urge you to join in the effort to remedy this proven flaw in 
the Budget Act. As I stated previously, this In our judgment is the greatest threat to 
the viability of the Budget Act. 



Another m^r area where I have serious (uncems is in the entitlement programs. 
If the Congress Is ever going to exercise adequate control over the spending side of 
the budget, we are going to have to come to grips with entitlements. 

Our ability to control spendii^ is hampered by the fact that some 76 percent of 
spending of the over one-half trillion dollar budget is relatively uncontrollable 
without a change in existing law. Of course, a considerable portion of outlays in any 
year result from appropriations approved in prior years. In 1973, the figure was 70 
percent; in 1967, it was 59 percent. This is an incredibly high lu^re now and is 
accounted for in large part by the various "entitlement prc^rams' that have been 
created in the past and the disproportionate growth of these programs compared to 
the rest of the budget. 

Involving primarily payments for individuals, entitlement programs have escalat- 
ed in the past decade to the point where last year they constituted over 75 percent 
of the uncontrollable outlays and 55 percent of the total groes budget outlays. The 
growth In entitlement prc^rams is evidenced when compared with 10 years ago 
when they constituted 64 percent of the uncontrollable outlays and only JO percent 
of the total budget. 

One extremely serious problem which must be reviewed in connection with enti- 
tlements and controllability involves escalator or price-increaae provisions. 

In recent years, the enactment of legislative provisions providli^ for benefits 
under entitlement prc^ams to increase automatically as the various inflation in- 
dexes increase has had an enormous adverse impact on the ability of both the 
Congress and the Executive to control the budget. With the exception of certain 
Federal pay. all such atljustmente become etTectlve automatically without the re- 
quirement of an;^ current action by Congress. 

All major entitlement programs involving payments for individuals are now af- 
fected by price indexes, Atwut 58 percent of the budget authority last year Involved 
programs which are adjusted automatically by price indexes. Such pri^ams Include 
food stamps, school lunch, veterans and surviving pensions, civil service retirement, 
railroad retirement, social security, supplemental security Income, black lung bene- 
fits, older Americans, and child nutrition. 

The Impact of escalator clause adjustments in any one fiscal year differs by 
program because of variances In effective dates and escalation percentages. Howev- 
er, a recent study by the Appropriations Committee, which I initiated, found that, if 
it is assumed, for example, that a 7-percent atljU^rtment was in effect for all the 
subject programs uniformly over a 12-month period, the increased cost would be in 



excess of S20 billion. In other words, through these escalator clauses, additional 
inflation is added to match inflation through devices over which Congress exercises 
no effective annual review and control. 

It should be obvious to nearly everyone concerned that we cannot ever hope to 
beat inflation simply by keeping up with it, by increasing expenditures. You do not 
beat inflation by simply adding to it. 

Both of our committees are concerned that the Congress will never achieve 
adequate and equitable control of the budget if massive spending features and large 
segments of the budget are ignored. All Federal programs must compete on the 
same basis whereby choices can be made and priorities determined on the whole 
budget not just on a smaller and smaller number of controllable items. Efforts 
directed at improved congressional control cannot be isolated to that shrinking 
portion of the budget presently claaaified be controllable. 

From the standpoint of those concerned about the effectiveness of Federal budget 
mechanics, perhaps the most important objective of the Congressional Budget Act 
was to eliminate the fragmentation in the congressional budget decisionmaking 
process. Noting the proliferation of the so-called back-door spending devices — con- 
tract authority, borrowing authority, and entitlement provisions — the authors of the 
act included in title IV certain reforms designed to reduce fragmentation in the 
congressional budget process. While these procedures have been helpful, the fact 
remains that those prc^ams not subject to annual review in the regular authoriza- 
tion and appropriation process tend to remain virtually uncontrollable and continue 
to grow at a much faster rate than those programs which the Congress controls in 
the appropriation bills. As has been discussed, a growing percentage of the budget is 
clasBified aa relatively uncontrollable under present law. Since our dollar is no 
longer tied to gold or anything else, it makes it easier to vote new and expensive 
programs. The hard fact is that these increases show up as inflation, increasing the 
amount of debt and resulting in higher interest rates. 

As important as Congress is in this effort to control spending, it cannot manage 
and administer the prt^ams of the Government. Indeed, it should never try. It is 
the executive branch, the administration, that must run the Grovemment. It is only 
here that waste and inefficiency can be eliminated. Congress must give the adminis- 
tration the proper tools and set the policy, but the real job of efficiency manage- 
ment must be done by the executive branch itself. 

For example, a recent survey conducted at my request by the Comptroller Gener- 
al indicates that while the apportionment process is a good management tool, it is 
not beii^ fully used to monitor budget execution. It would be helpful to renew the 
priority given to monitoring budget execution, which would possibly not require any 
change in law. The committee intends to continue exploring these matters. 

One approach we have taken in the past in our appropriations bills for pronami 
such as food stamps is to establish a 5 percent reserve to be released by the Office <k 
Management and Budget when required, if it is unsuccessful in making ofbetting 
savings from reductions in fraud, abuse, and waste, 

I am hopeful that the Congress can begin to limit the various entitlement pro- 
grams. Perhaps the incremental impact of sunset legislation will begin to be helpful 
in getting a handle on this. We must make all new entitlements subject to the 
annual review of the appropriations process, which means committee recommenda- 
tions and congreBBional action, generally on an annual basis. Further, I am con- 
vinced that Congress must gain annual control of those programs iriiich contain 
uncontrollable provisions which themselves add to inflation, otherwise people wUl 
get more and more money which will simply buy less and less. 

None of these efforts will be easy. 3ut the goal of a stable, inflation free economy 
make them not merely worthwhile but necessary if we are to prevent a breakdown 
in our financial system, which appears imminent if present polidee continue. 



In this connection we observe that section 310 of the Budget Act providea that the 
Second Concurrent Budget Resolution may contain language directing one or mon 
standing committees to report budget changes. As we all know, this recondliatiOD 
provision has never been used. When and if it is used, instructicMis to reduce 
authority or new spending authority in entitlement programs could be accmnpUabad 
by reducing the escalator clauses in those programs. 

It is my view that Congress can issue reconciliation instructions which are not 
strictly limited to new entitlements which would firat become effective in the fiscal 
year to which the reconciliation would apply. Entitlement programs an Uie m^Jor 
cause of increased Federal spending. It seems to me that any efforts by the Congnaa 



Permanent budget authority becomes available as a result of previously enacted 
legislation — either in Hubetantive legislation or in prior appropriation acts — and 
does not require current action by the Congress. House Rule XXI, clause 5 prohibita 
appropriations in l^islative bills, so that new permanent budget authority ought 
not be enacted except through the appropriations proceas. 

In fiscal year 1980 permanent budget authority totals over $300 billion, little of 
which went through the appropriationa process. These permanent appropriations 
can be classified as a type of "back-door spending", or as "mandatory spending", 
and there are varying elements of each in most permanent appropriations. In the 
case of payment of interest on the public debt, for example, the permanent appro- 
priation is uncontrollable. To bring it into the annual appropriation process would 
accomplish little and could have adverse effects on the debt management activity of 
the Government. However, each permanent appropriation account must be individ- 
ually analyzed to determine whether or not it ought to be subject to the annual 
appropriations process, and the decisions won't be easy ones. 

lUFROVING THB UACROECONOMIC roCUS OF BUDCR RJtSOLUTlONS 

1 think it is obvious to most everyone who has followed the course of budget 
reBolutiona through the Congress, that their progress has become entangled by tiie 
consideration of individual budget line items. Part of the problem in the House has 
been the floor amendments but to a great extent this stems from the detail of the 
Budget Committee procedures and the recommendations made. While these line 
item recommendations by the Budget Committee have no actual eflect, they do tend 
to obscure the overall macroeconomic responsibilities of the Budget Committee and 
needlessly duplicate much of the hearings and deliberations that are the responsibil- 
ity of the authorizing and appropriating committees. This level of detail should be 
avoided since it will only serve to focus the overall debate on the "means" and 
mechanics of Federal programs, not the broad-based macroeconomic objectives of 
the Federal budget. 

As the "peoples' branch" of government, Congress tends to vote for increases in 
most specific items in the budget resolution, but then vot« against the sum total of 
these pn^ama in favor of fiscal restraint. We need an improved procedure whereby 
we can help the Congress address these apparently conflicting concerns to be both 
programmatically responsible while showing fiscal restraint. One alternative to the 
present approach would be to separate the two types of votes so that one does not 
automatic^ly affect the other. This could be done through the use of percentages to 
establish prc^am taiget ceilings, while stating total governmental expenditures in 
dollars. 

The present budget resolution format is demonstrated by the following hypotheti- 
cal example: 

IMNtadMn) 
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The advantages of such an approach are readily apparent Prinuuily, it would 
allow the Congresa U establish its tn^or spending priorities separate from the iasue 
of a balanced budget and the budget deficit. Not incidentally, this would require 
floor amendments increasing a given functional area to balance that percentage 
increase by an equal and offsetting percentage decrease elsewhere. 

Further, because increases in functions would be offset by decreaaes elsewhere, 
such increases could be made in functions without autoniBUcally increasing total 
Federal expenditures or the deficit. Thus the focus of debate on budget resolutions 
would be on macroeconomic tradeoffs, rather than tlie usual course of events now 
where line-item pn^ram increases are voted only to add up to a horrifying total, on 
which basis the entire resolution may be voted down. 

Finally, the percentage-of-total approach would help prevent the widespread 
public and congressional confusion wtiich occurs as Congress appears to vote various 
dollar amounts for any given program over the course of a session. Votes now 
occur^ — at House, Senate, and conference stages — on authorizations, first budget 
resolutions, r^ular appropriations, second bucket resolutions, continuing appropri- 
ations, and so forth. 

If our objective is to better enable Congress to take the initiative in establishing 
positive budget priorities within responsible totals, then clearly our focus should be 
on priorities— percentages— rather than line item dollar amounts. 

NEBn FOR MOKE BALANCE BETTWEBN SPENDING AND TAXING 

Elarlier in my statement, 1 noted that from the standpoint of the Committee on 
Appropriations, one of the three principal pillars of the Bud^t Act was the eetab- 
liwment of a mechanism to relate consciously the two sides of the budget — revenues 
provided by taxes and spending provided by various appropriation bQls and other 
financing devices. This had not been under the purview of a single committee since 
Ways and Means and Appropriations were split in 1865. 

On several previous occasions, the committee has stated its belief that the otgec- 
tive of giving full consideration to both revenues and spending has not been ade- 
quately met. In studying the content of reports accompanying concurrent resolu- 
tions on the budget since passage of the Budget Act and in reflecting on markup 
sessions and staffing patterns, the committee believes that disproporticmal attention 
is directed to the spending side of the budget as opposed to the tax side. Certainly, 
these two equally important aspects of the Dudget deserve the equal and concurrent 
consideration of the Congress, if the Budget Act is to realize one of its most 
important objectives. 

Essentially it appears that all that has been done in connection with the budget 
resolutions thus far has been to go to great lengths to detail spending policy line- 
item by line-item and only touch In the broadest way the taxation policy. "Hiis 
approach defeats the macroeconomic thrusts of the Budget Act and virtually assures 
incomplete overall congressional fiscal policy. 

When the Budget Act was passed, it was thought that by carefully studying 
taxation and spending in relationship to one another, it would be possible to 
determine a better combination of taxation and spending policy. In fact, this has not 
been done in a much more sophisticated or improved manner than when the two 
processes of spending and taxation were completely separate. This continues to be a 
serious shortcoming of the congressional fiscal process and must be corrected. 
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tant part lending and guarantee programs are assuming in Federal resource alloca- 
tion. We have been alarmed by the proliferation of loan guarantee and program 
guarantee activities, which while they do rot grant budget authority in the techni- 
cal sense of the term, do pledge the full faith and credit of the U.S. Government and 
thus establish a contingent liability of the taxpayer virtually beyond the subsequent 
control of Congress. The budget for this fiscal year showed that direct loans and 
loan guarantees by the Federal agencies and Government-sponsored enterprises 
were estimated to be $61 billion in 1980, and total Federal loans and guaranteed 
loans outstanding were estimated to be $552 billion at the end of 1980 — compared to 
$381 billion outsUnding at the end of 1977. 

While there has been review of direct loan prc^rams on an annual basis, there is 
no established mechanism for regularly reviewing total Federal credit activity. 
Consequently, there is currently no systematic way to consider the resource alloca- 
tion implied by those plans or whether the share of credit transactions being made 
or guaranteed by the Federal Government is appropriate. 

Ine committee was pleased to note the attention given to this matter in the 
budget last Janua^, as well as the fact that the instructions issued by the Office of 
Management and Budget to Federal agencies for the preparation and submission of 
budget estimates included the requirement that specific limitations be established in 
the regular appropriations process. We also compliment the distinguished chairman 
of your committee for including in the recently introduced Federal Spending and 
Tax Expenditure Act of 1979 the Federal credit program control proposal set forth 
in title II. This is a step in the right direction. 

The Appropriations Committee also shares the view that in order for the Govern- 
ment to foster efficiency in the allocation of economic resources, in financial mar- 
kets, and in the economy as a whole, it must exercise better and more systematic 
control over both guaranteed loans and direct loans— and over the ways in which 
credit activities are financed. Over the year^ I have studied the circumstances that 
have contributed to the financial demise of other countries. One of the symptoms is 
the overextension of credit. This is a matter which demands our careful attention. 
Bringing all credit prt^ams into the budget process will help coordinate credit 
policy with fiscal policy, and help synchronize the allocative aspects of Federal 
credit activity with budget allocations. 



Section 301(bl of the Budget Act states that the first concurrent resolution on the 
budget may require that some or all bills and resolutions providing new budget or 
spending authority be held after passage by both Houses and not enrolled until the 
passage of the second concurrent resolution on the buffet and any required recon- 
ciliation bill. 

There is a basic flaw in this provision in that it would not even allow a continuing 
resolution to be sent to the President until the Coi^ress passed the Second Concur- 
rent Resolution. This omission could bring the Government to a standstill. It would 
cause chaos in the congressional budget process by inviting delays in processing the 
regular appropriations bills. These bills would be subjected to massive delays in 
scheduled markups, full committee action. House ana Senate consideration, and 
conference action. It is my view that invoking this provision would eliminate the 
reason for us to proceed with our normal rigorous schedule in the Appropriations 
Committee if bills cannot be finalized, enrolled, and sent to the President until 
October or even much latter. 

By holding all the bills at the enrolling desk and sending them to the President at 
one time, the Executive would be afforded an unprecendenteid opportunity to pick 
and choose between individual bills he may wish to veto. The Congress would be left 
in a disadvantf^eous, if not altogether unworkable, position — particularly if the 
Congress adjourned immediately alter passing the budget resolution and was placed 
"■i a pocket veto situation. 

Further, one of the purposes of the Budget Act was to promote greater efficiency 

. the Government through the timely passage of appropriations bills. Holding 
these bills at the enrolling desk would be counterproductive to the orderly adminis- 
tration of all Federal programs by the executive branch. It would delay the appor- 
tionment process required by the Antideflciency Act. thereby increasing unnecessar- 
ily the uncertainties as to funding levels for Federal prc^ams. This would cause 
inefficiencies in program administration and thereby defeat one of the meaningful 
purposes of the Budget Act. 

Fundamental questions as to the purpose of this provision can also be raised. If its 
purpose was to undertake to control the budget by making last minute changes in 
appropriation bills, it misses the mark by a mile. The appropriation bills over the 



years have not been the budget bustere. In fact, I would point out that only 1 year- 
just 1 year— since World War II has the action of the Congnwa, through the 
recommendations of the Appropriations Committee on spending items within its 
jurisdiction, been over the President's budget requests. In 34 of the last 35 yean. 
actions of Congress on appropriations recommendations have been under the 
budget. So the traditional authorization and appropriation process has served the 
Congress and the Nation well. 

And it should be noted that more than appropriation bills would be affected b; 
this part of section 301|6) of the Budget Act. It would apply to any bill from an; 
authorizing committee containing contract authority, the budget authority fiw 
which was not provided for in advance, and it would apply to any bill which 
contained any entitlement provision regardless of how much it might be. It would 
affect many committees of the House. For example, a major authorization bill such 
as one from the Armed Services Committee might contain an entitlement provision 
that was a very minor part of the bill— yet the entire bill could not be enrolled and 
sent to the President if this provision were involved. 

In summary, not only is this provision dai^erous and unworkable, it is also 
unnecessary. A reconciliation can be accomplished without holding spending bills at 
the enrolling desk for periods of weeks and months. The Budget Act fully provides 
for such a process. 

l-VEAR ADVANCE APPROPRIATIONS 

The limitation on consideration of 1-year advance appropriationa is another sub- 
ject worthy of your attention. 

Section 303(al provides generally that no spending measure for a given flscal year 
may be considered until adoption of the first budget resolution for that year. Section 
303(bl. however, provides a limited exception for "advance" appropriations to be 
considered prior to adoption of the first resolution for the year in which the funding 
is to actually become available. While this is theoretic^ly inconsistent with the 
concept of determining such ceilings before allocating budget authority to competing 
needs, it does not appear so far to have created significant problems. In fact, there 
are very few authentic "advances" now being considered hy the Congreaa. The 3- 
year advance for the Corporation for Public Broadcasting is the only advance now 
provided on a routine basis. Others come up on an infrequent, ad-hoc basis — usually 
no more than one or two per year. Congress appears, as it should, to have restricted 
the use of this procedure to highly unusual and very speciflc circumstances. Tliua, 
while the Appropriations Committee believes strongly that the use of advance 
appropriations should be highly restricted, we see no reason to amend this portk» 
of the Budget Act at this time. 

There is, however, a technical issue involving advances which requires clarifica- 
tion. As we are now all too well aware, final enactment of a given appropriation bill 
may be delayed until after the beginning of the fiscal year. As we understand 
current Budget Committee policy, a 1-year advance appropriation whose enactment 
is delayed into the budget year preceding its availability ceases to qualify as an 
advance and is therefore potentially subject to a point of order. As an example, the 
fiscal year 1980 Transportation bill passed by the House contained a 1981 advance 
for the Urban Mass Transportation Authority. Conference on this bill was delayed 
until mid-November. While this particular advance was deleted by the confereea for 
other reasons, the issue was raised that the Budget Act exception under-aection 
303(b) no longer applied and that a conference report accepting this advance would 
be out of order. The argument was that it would have brought to the floor during 
fiscal year 1980 a 1981 appropriation prior to adoption of the First Budget Reaolii- 
tion for Fiscal Year 1981. 1 do not believe this was intended by the Congress when it 
enacted the Budget Act. It should be clarified that any advance which would have 
L in order if enacted prior to September 30 should continue to be in order if final 
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The final subject that I would like to discuss today is that of off-bud^ «_ 
in the "unified budget". During fiscal year 1980, approximately S12 billion of the 
total new Federal deficit will accrue as a result of activities which are outaide <^ tlie 
so-called "unified" Federal budget. Some of these include the finances of the fbllow- 
ing agencies: Rural electric end telephone systems of the Department of Agricul- 
ture; the Pension Benefit Guarantee Corporation; the Board of Govemorv of the 
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Federal Reserve Board; the U.S. Postal Service; certain activities of the U.S. Rail' 
way Association; and the Federal Financing Bank. 

As a matter of principal, I support the recommendation of the House Budget 
Committee, first made in September 1976, that most of these activities should be 
returned to the unilied budget. It is hard to fmd any rationale for excluding from 
review the spending of any agency whose activities may result in increased debt to 
be borne by the American taxpayer. I do not know, for instance, how we can with a 
straight face tell our fellow citizens that the fiscal year 1980 deficit will be the $29.8 
billion which is included in the recently approved budget resolution when we know 
that the real deficit will exceed $42 billion and that the total public debt will rise by 
at least $53 billion. The rationale for the Oiiginal exclusion of these activities was 
based largely on fears of impoundment and executive branch meddling. Since then, 
other protective devices have been created to shield these pn^ams from this type 
of intervention. I should point out that the recommendation that agencies be includ- 
ed in the unified Federal budget does not imply that they lose their status as 
entitlements or uncontroUablee. While you are aware of my position on the problem 
of controllability, that is different from the issue of recapturing activities within a 
unified budget. The simple question is whether Congress and the President should 
look at the whole of Government spending or at only a part 

Having associated myself with this poeition generally, let me say that I do 
recognize that there may be a very few agencies whose activities may legitimately 
be off-budget. The Budget Committee recommendation made 3 years ago clearly 
recognizes this in excluding from their proposal the program of the Federal Financ- 
ing Bank whose budget authority involves principally the borrowing of other agen- 
cies. E^h case must be considered individually. My view, however, is that the 
standard for exclusion must be a clear and compelling one and that few of the 
existing off-budget programs could meet such a standard. 



In closing, may I say how much I have enjoyed working with the chairman and 
members of the Budget Committee. Our close cooperation and working relationships 
have significantly aided our respective committees and our colleagues in responsibly 
dealing with these very complex budgetary matters. 

If we can solve the problem of failing to enact authorizing l^islation in a timely 
fashion, can bring entitlement programs into the annual appropriations process, 
improve the macroeconomic focus of the budget, put greater emphasis on the 
revenue side of the process, review more carefully Federal credit programs, avoid 
the delay yof enactment of appropriation bills and include off-budget agencies in the 
unified budget, we will have a more effective and more workable budget process. 
This does not require a massive overhaul of the existing system— indeed I feel that 
would be a big mistake. What we need now is just some fine-tuning to eliminate 
some of the problems we've discovered. 

Mr. Chairman. I am very grateful for the opportunity to have appeared here 
today to discuss ways of improving congressional budget control. This is a most 
important issue — our economy, our place in the community of nations, and indeed 
our credibility as an institution all hang in the balance. 

Mr. MiNETA. Thank you very much. We do have at this time a 
call to the House on the strategic materials bill. Would it be 
possible for you to return for questions? 

Mr. Whitten. Certainly. I do not Uiink there is emything more 
important than this, and I will return. 

Mr. MiNETA. We would appreciate that. We will recess. 

Mr. WiHTH. Before we bresik, might we introduce five Members 
of the Congress of Nigeria who have joined us and are in the back. 
They are visiting our Congress. There is a significant amount of 
work going on in Nigeria and I think all the members of the 
Budget Committee would like you all to rise and we can recognize 
your being here. Thank you all for being here. 

Mr. MiNETA. We will recess for 20 minutes. 

[After recess.] 

Mr. MiNETA. The task force will reconvene. 
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Mr. Chairman, new entitlements whose authority will be for 
social security trust funds, the unemployment insurance compensa- 
tion, and highway fund do not require approval in appropriations 
to be effective, as is required for new authority or borrowing au- 
thority. The original version of the Budget Act was to do as is now 
done for new contractile authority. Is there a compelling reason 
why new trust fund entitlements should not be subject to the 
appropriations approval requirement under section 401(a)? 

Mr. Whitten. To view that from the standpoint of the Appropri- 
ations Committee, I should not think there would be any difficulty. 
I think the necessity to carry out these individual activities is so 
apparent that I do not think it would create any problem. Whether 
it should be dealt with annually — any review does not hurt. Wheth- 
er it would help matters other than figure into the total, I do not 
know. It would greatly increase the deficit we have now. From the 
standpoint of accurate reporting it would probably be good. I do not 
know if it would be necessary in the handling of these matters, 
because it is so clearly evident that they would be approved. 

Mr. MiNETA. So you do not think there would be any undue 
effect on programs? 

Mr. WnriTEN. From a reporting standpoint, but it is kind of U^ 
the interest on the debt. It is evident that you have to pay it, so no 
problem arises, as far as I know from an annual review. 

Mr. MiNETA. The report the House Budget Committee submitted 
to accompany House Concurrent Resolution 186, the Second Ccm- 
current Resolution on the Budget for Fiscal Year 1980, contained 
in its appendixes an estimate of tax expenditures for fiscal year 
1980 of $169 billion. In your statement, on page 17, you speak of 
the need for more balance between spending and taking. Should 
tax expenditure targets and ceilings be included in future budget 
resolutions? 

Mr. WHriTEN. I do not know exactly how to deal with taxing. I 
might say again, as much as some would like to review the tax bills 
in appropriations, those who have the greatest information are 
those to whom you have to look in the long run. I do think that it 
is a subject which deserves much more attention from the Budget 
Committee. 

In the days when we were on the Joint Study Committee on 
Budget Control, which led to the budgeting act, we had before us a 
former chief budget officer. He made the statement that when you 
get into the area of estimating the income from taxes, whatever 
the administration needs, they can estimate it up or down and 
collect or spend just before the end of the fiscal year or put it in 
the new fiscal year. So we have to realize there is a variance 
between the two and a whole lot of ju^ling, which is normal. So I 
do not know that we necessarily have to deal with that. But I ttdnk 
there should be more emphasis plftced on what our tax income is 
and to the degree we can tie it down to firm figures, it is good. 

As I tried to point out in the first two or three pages of my 
testimony, I find so much of the public — ^judging f^m the letters I 
get — feels that everything would be all right if we just cut out 
public spending. I think we need to set the right pattern; when we 
get indexing here, you find private contracts follow suit. When we 
get entitlements here, you find demands in wage contracts to 
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follow suit. So I think we are in a much more key place than the 
total Federal expenditures might indicate as against the total 
economy. 

I developed all this in the record for 5 years from the Secretary 
of the Treasury, economic advisers to Presidents, and so on, but the 
press will not carry it. I see day to day where we want to tie things 
to the gross national product the GNP. I get them to agree that the 
gross national product is the sum total of the cost of all that we 
spend. So if you spend a whole lot of money for which there is no 
purpose in the world and no gain, that is a part of GNP. If you 
double the waste in Grovemment, that is an increase in GNP. If you 
double foreign aid, that is an increase in the GNP. I believe your 
money should be tied to something, but the one thing most unsta- 
ble is the GNP. I have asked and insisted on an answer from the 
Secretary of the Treasury, the Budget Director, and economic ad- 
visers, through the years, but the press never picks that up. The 
GNP is eui unstable pole on which to tie anything. What I am 
telling you is supported by the hearings we have held in our 
committee. 

Mr. MiNETA. Section 402(0 of the Budget Act requires the Appro- 
priations Committee to study existing spending authority tmd per- 
meinent appropriations programs and report to the House its rec- 
ommendation for terminating or modifying these. Could you indi- 
cate whether or not such studies have been done, what pn^ams 
were addressed, eind what recommendations made? 

Mr. Whitten. I was lucky in some respects, and it v/as a hard 
job, too, but I got on Appropriations after being here only 14 
months — I was ninth out of nine who got on, by the way. But we 
have leaned over backward for everybody to get along. So, while we 
have had studies made as to what the facts are, as a committee we 
have never recommended a change in this, that, or the other. We 
have called attention to it but we have tried not to be guilty of 
meddling, if you want to word it that way. So, we have not recom- 
mended anything that way. We have tried to report the facts from 
time to time. 

Many of these things we are talking about, members of the 
Appropriations Committee have helped bring it about. The only 
way we can make our job look good is because of the way some of 
this other is handled. 

Mr. MiNETA. Relative to membership on the Budget Committee, 
should we retain the provision calling for designated seats on the 
committee to be reserved for the Ways and Metms and Appropri- 
ations Committees? 

The second part would be, what about the limitation of the term 
of members on the Budget Committee? Should that limitation 
remain? 

Mr. Whitten. I think that part of it is fine. What happens, as I 
said earlier, it that I can have the pleasure of reminiscing because 
I can remember it £md there is nobody to correct me. I remember 
when we had the one package bill which had some advantages over 
this approach but which failed. 

One thing that is interesting — at that time I was not as experi- 
enced as I am now, perhaps, but maybe quicker, I do not know — I 
offered an amendment in the meeting of the Ways and Means 



Committee of the House, the House Appropriations Committee, and 
Senate Finance Committee; 104 members. It was supposed to be off 
the record but the carpet is worn out from folks passing out notes. 
But when the Democrats were in control I offered an amendment 
for 5 percent of the income to be applied to 5 percent of the 
national debt. I got all the Republican votes, but they were in the 
minority. 

Then when it came along they were in the majority I got the 
votes of all the Democrats, but they were in the minority. 

I do not know of any need to chEinge that particular part of the 
Budget Act, but that experience really happened. 

Mr. MiNETA. One final question, section 310 of the Budget Act 
provides a second concurrent resolution may contain language di- 
recting one or more of the standing committees to report budget 
changes. Do you think these reconciliation instructions can or 
should work? 

Mr. Whitten. I believe it is all right to leave tiiat in there. I 
think if you were to send it back they would cut out some of the 
entitlement programs which from their viewpoint is where the 
trouble was. 

All our committee can do is recommend. Under our rules, the 
fellow who has the committee and brings it out there usually 
predominates, primarily because they know the subject better than 
somebody not on the -committee, but all we can do is recommend. I 
do not want it to be taken as being critical, but many of our 
members have been a part of avoiding the annual review process. 

Mr. Mineta. Thank you. Mr. Wirth. 

Mr. WiRTH. It is a pleasure to have you here. I feel the three 
ideas you threw out on the 2-year authorization and the related 
change in time and the two-thirds vote for entitlements or indexing 
are very appealing. One of the problems you have and everybody 
here heis is the so-c£tlled uncontrollable nature of the budget. In 
fact we are looking at 75 percent of that about which we can do 
very little. 

Ixmking prospectively, you were suggesting a two-ttiirds vote, and 
possibly a change in the rules for entitlement or indexing. How do 
we, as an institution, go about getting a handle on many of the 
progreuns that have been passed previously? 

Mr. WHirrEN. I think your committee is sort of like a continuing 
resolution; it is quasi-financial and quasi-l^islative. I tried to 
figure out how we could make it harder to do it and the best I 
could come up with was two-thirds. As I said earlier, I think we 
have gotten so wedded to present entitlements that I sincerely 
believe if you cut way back it could be disastrous, because people 
have borrowed cheap dollars which would have to be repaid witii 
hard-to-get dollars. So I think you have to deal very carefully witii 
what exists now. A study by somebody and a recommendation, by 
whoever, would be in order, but I do not want to recommend you 
strike out everything that you have. I addressed the House the 
other day on the last entitlement question that was up. I believe 
your chairman spoke to the effect that we cannot start here, and 
my thought was we were just trying to stop here. It is just a matter 
of words and we all get caught m these things, but I think we need 
a study so we would know whether this is the place to tate a 



position on that. We certainly should study it and see where it 
leads. 

You can see that under indexii^, if the dollar has gone down 50 
percent since 1967, Eind you see what happens every time you go 
into the grocery store; every time you get inflation and then add 
indexing on top, we are just speeding up the day when the dollar 
will not be worth a nickel. 1 am talking about the future now. I 
think it is as dangerous to turn back with our obligations now 
outstanding as it is to continue our present course. 

Mr. WiRTH. I would hope that we would not turn hack on those 
previous commitments. Rather what we are all fifter is some kind 
of greater discipline and accountability in the process over indexed 
pn^ams and over the entitlement programs. I have a sense that 
the House is very sympathetic to that. 

As you view the mood of the House aind the institution, do you 
think it likely that we could impose a greater discipline on the 
entitlement pn^rams, or are you suggesting that we look prospec- 
tively at the future ones emd put the other ofl? In terms of what is 
doable you have a better knowledge of that than any of us. 

Mr. Whitten. We did this for food stamps, which we found 
awfully hard to deal with as an entitlement program, smd now 
there is an awful lot of pressure to raise the ceiling. We provided 
that 5 percent of the funds for the food stamp program be held in 
reserve. We could not otherwise have afforded to ask Congress to 
do that except that we left it where the Office of Management and 
Budget could release it if required. Prior to the Anti-Deflciency 
Act, all the departments were spending their money during the 
first 3 months, and Coi^ess was running out of money. That act 
sets it up so by and leu^ they are to divide the money into 
quarters, that way we don't have people on us for not making 
adequate provision. 

Whether this works or not, I do not know, but when you make 
grants and entitlements you invite waste. We could pass all the 
laws in the world, but the facts are the executive branch is the one 
which will have to eliminate waste. History will show these grant 
pn^rams where we do not follow through with control, will result 
in a whole lot of waste and abuse before we are over. 

In talking about this, I am not referring to my «)lleague8 who 
now handle it. At one time I dealt witii all these pn^ams, includ- 
ing housing. I carried it under the Republicans, and they asked me 
to continue with it. We found in that case, in the subsidies paid, 
the more they spent, the more they got. We found refrigerators 2 
yeeirs old which were declared obsolete and they were discarded — 
then they bought new ones. I sponsored language to correct that. 

Anything we can do to get a handle on this we should, instead of 

{'ust giving a grant and trusting Uiem. I could cite a number of 
lousing units that have failed, but how and what we can do I do 
not know. We need any knowledge that will help us come up with 
some solution. At this stage I do not think I know how to do it 
except just turning the grant sj^tem o£f and forgetting it, and that 
is probably inviting waste. 
Mr. MiNETA. Mr. Panetta. 

Mr. Panetta. Mr. Chairman, it is a pleasure to have you, and I 
want to commend you for the support you have given uie budget 
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resolutions. I cannot tell you how mirny times in what was a long 
and difficult conference we were able to point to the Appropri- 
ations Committee as having met the budget targets on ^e vast 
number of bills you passed out, which is something the Senate 
could say. 

Mr. Whitten. It is a pleasure to work with you and I have fiilly 
appreciated the fine job you folks have done. We are tryii^ to hold 
ourselves, and the demands of the people, to what we can stand. 
Ck>ngre3s does not lock itself up in a house without a key, and if 
they have the key, it is hard not to use it. 

Mr, Panetta. I sun sensitive to the role the Appropriations Com- 
mittee does play. One of the problems is that the appropriations 
process itself to some extent is becoming distorted as a result of 
amendments such as the abortion amendments, what have you. 
What you are doing is moving with continuing resolutions, eaid we 
never deal with the appropriations bill itself. Do you feel the 
appropriations process is becoming distorted by those kinds of 
amendments and if so, how do we deal with that problem? 

Mr. WHrrTEN. I do in some respects. On the other hand, when 
you get to studying it, you find a good many things which at first 
glance we do not see. 

We have a statute, title 31, United States Code, section 628, that 
says money can only be spent for those objects and purposes aa 
appropriated by the Congress. I do not know of any department 
that fully obeys that law. But we have found many times that if 
you do not limit it, they go all out. So, there is a real reason for 
these things, although they can create some problems for you. If 
Congress wants to limit what money is spent for, they have that 
right, and the minute you take that away, you are ^j^king away a 
right I do not think Coi^ress could live without. 

I think I am privileged to say that contrary to the things you 
read in the paper about the Appropriations Committee in the fight 
as to abortion, actually the House separated that and put it over 
there. When they complained we separated them and our col- 
leagues put them back together. The Senate leader talked with the 
House leadership, and I was invited to meet with them, at which 
time the point was made that he hated to see all these things — that 
they were going to chfinge the Senate rules to keep from holding 
up all these things on appropriations bills. I said, Mr. Leader, when 
a lawyer who practiced law changed the law, every time it worked 
against him, he m^ht find himself on the other side next time. The 
next week, he put all these energy provisions in the Interior 
bill. 

Cot^ress does not do anything it does not want to do; anything 
we do is not going to keep us from doing what we want to do later. 
So, we have to try to hold back within the limits. If we do not, we 
will be run over; and it is all of us I am talking about. 

Mr. Panetta. Let me ask you about a problem that has drawn 
some attention, we have looked at it in how do you stop it and how 
do you prevent agencies from doing. When you fund an agency and 
you come to the end of the year, that agency or depaitment ex- 
hausts their funds with the fear that if they do not, ttie Appropri- 
ations Committee will come back and say you did not use all the 
money you were appropriated last time, so we will cut that 
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amount. How do you provide an incentive to agencies to save so 
they do not exhaust all their ftinds, yet not penalize those who do 
not spend all the money they were given? 

Mr. WnnTEN. Efforts have been made in the defense bill and one 
or two others that provide they cannot spend more than 20 percent 
in the last 2 months. There are many ways to deal with it. The 
Anti-Deficiency Act could be amended to cover that. The Anti- 
Deficiency Act provides for exceptions. 

Mr. Panetta. The problem on entitlements, I take it what you 
are saying is you do not see where we are going to do much with 
present entitlements. I frankly do not see how politically we can 
get the social security system, unemployment compensation, or the 
myriad of veterans' programs on annual appropriations. 

Mr. Whitten. Let me say when you get dependent on anything, 
you cannot cut it off without having disastrous effects. I would 
start off with the recognition that there is not an awful lot we can 
do to cut out what exists. I would say we would be lucky to be able 
to stop it. We can only recommend, it is up to Congress to work its 
will. 

You did not ask this, but I do think there is something in this. In 
your resolutions, if amendments are limited to a percentage where 
you are juggling within the limit of the established total, it would 
solve a lot of things. We had a bloodletting on some of those votes. 
Using percentages would direct the focus to tradeoffs of priorities 
between functional categories without automatically increasing the 
grand total. 

My State did not qualify for something because of the rate of 
unemployment. Someone was told by the officials in the executive 
branch, "Why don't you double it? It was an estimate anyway." I 
think the price index business could stand a study as to how 
accurate it is. I told you about the GNP. I have never seen any 
news media pick up this admission: GNP includes all the Govern- 
ment waste, and the more you waste, the more it is. 

I will say that my friend, who is a former colleague, says he was 
told from here, "Why don't you double your estimate?" And he did, 
I suspect. 

Mr. Panetta. I think that is a very good point. We were discuss- 
ing this yesterday in a meeting with r^ard to the CPI. We do not 
really know in terms of the formula which makes up the CPI what 
goes into it, yet it controls an awful lot as to indexing. 

Mr. Written. I served one session with the State l^islature. It 
was a tough one when we had to have a sales tax. I voted for it. 

But in de2dii^ with this price index business, to listen to those 
who talk off the record who talk about ju^ling, spend it this year, 
let it go over into next yefu*, it makes for a problem as to what you 
can expect and what you cannot. I do not know of any way to avoid 
it; it is customary. 

Mr. Panetta. You obviously are familiar with the games that 
are played here. 

Mr. Whitten. Not only here but in every State legislature. 

Mr, Panstta. I guess rules should be made for the games that 
are played so we all play in the same ballpark. 
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I want to thank you for your testimony and also your testimony 
on the 2-year authorization. I have a bill which I thmk makes a lot 
of sense just on time eilone. 

Mr. Whitten. May I repeat again, this committee has done a 
whale of a fme job in making the public aware. We cannot measure 
your effort to tangle with all these things. 

Mr. MiNETA. Mr. Gephardt. 

Mr. Gephakdt. You talk about the alternatives. One does not 
automaticEilly affect the other. You say this could be done throuffh 
the use of percentages to establish program target ceilings while 
stating total Government expenditures in dollars. Then you go on 
to point out that we in the budget process would fight over percent- 
£^;es and not over dollars. I think your feeling is that this would 
somehow insulate us from arguing about prc^ams. Would you 
amplify what you are driving at there? 

Mr. Whitten. I deplored the public reaction and Members' feel- 
ings in the consideration of the second budget resolution and even 
in the target eetrlier. It was accepted as a vote for or ageiinst this 
program — I am talking about in the press and everywhere else. I 
tried to figure evety way in the world how we coiud require an 
amendment to say functional category so-fmd-so is increetsed with- 
out the total of such amendments Dusting the budget — and I came 
up with this as a suggestion. 

May I say again, I do not know that there is any ready answer to 
anyUiing we are touching on. The best I could think of was to 
think about whether you could require an amendment to show 
what changes were made in the relative percentages. Just like on 
the entitlements we might want to require a two-thirds vote. So, I 
do not want to underwrite this as being the last word, it was just 
one thought that might help improve it. I do not know whether it 
would or not. 

Mr. Gepharot. I think it is an idea that could be developed into 
something that might be useful. I appreciate your testimony and 
your coming here today. 

Mr. Whitten. Behind it all is how you are going to hold back 
when the majority of your colleagues do not want to. The only way 
you can do it is to have the facts that make them see that th^ 
must. Again, if we do not have a flexible bfirrier where i^ can give 
a little bit it will crack up and we will lose it, 

Mr. Gephardt. Probably all 535 Members of Congress want to 
hold back, but they each have a different scenario fbr doing it. 
Therein lies the problem. 

Mr. WnmEN. If I might digress a little bit, in some of my talks 
back home I say I am a Representative in the House of Representa- 
tives. Like a lawyer, we represent your interests and we have to 
get the best we can, then we have to sign the settlement Some of 
our colleagues can vote no, but we have to defend what we did. 
That is the way we are here, we have to do the very best we can. It 
is a plefisure to work with you, and I think we have made some 
prc^ess in making them awEu-e, but it is not an exact science. 

Mr. Gephardt. I agree, £ind thank you. 

Mr. Mineta. The levels of Federal credit programs — direct loans 
and loan guarantees — are not included in the purview of the con- 
current budget resolutions except for net direct on-budget lending. 



This task force heard testimony last month from the Federal Re- 
serve Board, 0MB, Treasury, and CBO recomending that controls 
on Federal credit programs be established in the budget resolu- 
tions. 

Buildii^ on upcoming administration proposals, I introduced 1^- 
islation last month to create a system of controls over Federal 
credit programs. This bill, H.R. 5683, in fact became the title in 
Chairman Giaimo's spending limitation bill that deals with credit. 
Do you think it is appropriate for Congress to expand its budget 
process to cover credit pri^rams more adequately? 

Mr. Whitten. I think it absolutely should, and I hope members 
of this committee will do it. 

I made a 1-minute speech today and called attention to the 
condition we face and the amount that we now have in the way of 
obligations, in addition to the $800 billion national debt, it is in 
excess of $500 billion. In my early da^ of practicing law, my office 
was in a bank. I had a judge there and he was nice to me. He 
convinced people the judge and district attorney could not endorse 
notes in the bank. Folks would say, "It will not cost you anything; 
just endorse it." 

It is unbelievable we as a nation have incurred $500 billion in 
loans where nothing is guaranteed. This bill revives the Recon- 
struction Finance Corporation. My statement cites where I went 
into more detail. I think we face a condition now where we had 
better have someplace we can turn — we have made lofuis through 
the Smeill Business Administration, farmers loans, where they are 
helter-skelter and made by people no more competent to handle it 
than I would be, and we do not even have a report that puts it all 
tf^ether, 

I asked for it, and we got the best information we could. So I 
think by all reasons we should get a handle on that. 

For so much of what we are being called on to do now, a corpora- 
tion could put strings on it: We will make you the loan if you 
report r^ularly — things that are wholly beyond our capacity as a 
Congress to keep up with. I hope you will take a look at that. I 
brought the bill up to date as best I know how. The committee will 
probably rewrite it, but it has been proven in the past to be the 
proper vehicle. But by all means it should be amended to bring this 
under oversight and control. 

Mr. MiNETA. Do you feel annual limitations in appropriations 
bills for credit programs would disrupt imy of these programs? 

Mr. WnrrrEN. I do not think so. In the first place, any limitation 
reconunended is subject to approval by Congress. As you know, 
when you get an idea there may be 434 of your colleagues who 
figure they know as much about it as you do, and maybe they do. 
So anything we recommend has to be approved. I always try to 
study the rules and live with them as they are. If you change the 
rules, you may find yourself on the other side next time, as our 
Senator from West Virginia did. 

Mr. MiNSTA. Has there been any discussion as to the two-thirds 
vote as to entitlements or indexing? 

Mr. WnrrTEN. I have not discu^ed it anywhere. I have not tried 
to take a pencil and detail it out. But right now if we' were to adopt 
the proposal of cutting only on the 21 percent of expenditures that 



are "controllable", and then carry out all the entitlements fully, 
you would not have money to run your government. It sounds just 
as good as yearc ago that amendment providing 5 percent of the 
national income would be applied against the national debt. It weis 
a good gadget. Everybody wants to make sure he gets his, so he 
puts an entitlement on it. I had one of my colleeigues say he was 
not going to put any entitlements on the bill, said there were none 
in it. I read the bill and there were. All of us believe in something, 
so when you tie it all down and then aim reductions only at the 21 
percent remaining, you would not have any money left to run the 
Government. 

Mr. MiNETA. Mr. Chairman, I want to thank you very, very 
much for your very thorough testimony submitted for our consider- 
ation and your taking from your own valuable time in making this 
presentation before the task force. 

Mr. Whitten. Thank you, Mr. Chairman. We are all interested. 
Again, this is just what I think and I could be in error about some 
of it, but it is how I sincerely see it. 

Mr. MiNETA. Our staff has had a good working relationship with 
members of your staff. 

Mr. Whitten. It has proved most helpful to us, and I hope it has 
to you. As you well know, we have a number of mutual problems. 

Thank you Mr. Chairman and members of the task force. 

Mr. MiNETA. Next we are honored and pleased to have with us 
today Congressman Thomas S. Foley, chairman. Committee on Ag- 
riculture. 

Over the last 5 years since the adoption of the Budget Act, the 
Committee on Agriculture, under the direction of Congressman 
Foley, has played a very active role in the daily operations of the 
congressional budget process. The interaction between the staffs of 
both the Agriculture and Budget Committees has proven to be both 
an informative and rewarding experience. 

The Budget Act makes some very specific requirements of the 
committees of the House. In reviewing that process, it is only 
fitting that we hear testimony fram a committee that has recog- 
nized the importance of that process while choosing to work withm 
its guidelines. 

In our interest to learn, from an authorizing committee's peiv 
spective, just how the process has worked, it is my pleasure to 
welcome you here today. 

STATEMENT OF HON. THOMAS S. FOLEY, A REPRESENTATIVE 
IN CONGRESS FROM THE STATE OF WASHINGTON AND 
CHAIRMAN, HOUSE COMMITTEE ON AGRICULTURE 

Mr. Foley. Thank you very much, Mr. Chairman. I, too, want to 
express appreciation for being invited to appear before the task 
force and to the staff and members of the Budget Committee for 
their cooperation with our members and staff on the many occa- 
sions, as you note, we have been working tt^ether in the past few 
years. The Budget Act of 1974 was greeted with great enUiusiasm 
at the time of its adoption, and I think that enthusiasm still 
continues in great part. But the operations of any new system 
demonstrate some points of tension and pressure, and that is true 



with the bucfeet process aa well as any other political and parlia- 
mentary process. 

I would like to ask permission to include in the record a state- 
ment in which I set forth some of the views that I have as chair- 
man and considering the time, to move over them a little more 
rapidly than reading of the statement would permit. 

Mr. MiNETA. So ordered. 

Mr. Foley, As members know, the Agriculture Committee has 
jurisdiction over aresis of the Bui^t Act and budget functions 
beyond agriculture itself. We deal with, as a matter of fact, eight 
different budget functions or categories in the legislation before the 
^^iculture Committee. Some of these involve authorizing acts, 
omers are entitlement acts, and some are contracting authority 
and trust fund entitlements and combinations of eill four. The ofi- 
budget items such as guaranteed and insured loans in the l^isla- 
tion which the Agriculture Committee deals with are often ex- 
tremely complex. Both agriculture l^islation and legislation such 
as that involving food stamps have a variety of requirements and 
technical features which are not always easy for members of the 
committee and staff to quickly int^ate within the l^isiative 



One of the difficulties is that we find ourselves, under the Budget 
Act, required on the one hand, to move expeditiously at certain 
periods of the legislative yetw, and on the other hand because of 
the complex nature of our legiBlati9n, particularly combinations of 
entitlement, authorizing legistation, and multiyear authorizations, 
constantly to run up against what I must say with great respect is 
the extreme and effective oversight of the Budget Committee staff. 
It seems as if at every turn we have a Budget Committee problem. 
My staff counsel and other members are always coming to me and 
suggesting, "I am sorry, we have a Budget Committee problem, it 
will require a Rules Committee waiver.' I say, why don't we do it 
the other way. The response is — then we will have an entitlement 
being reported prior to May 15, and that will run into another 
budget problem. 

So there is a kind of "Catch 22" psychology that I imi sure other 
committee chjiirmen sometimes feel. It would be too simplistic to 
say the budget process is to reduce expenditures; it is also to 
monitor and control expenditures. But even when prt^rcmis are 
bringing about a claimed reduction in expenditures, they run into 
the problem of budget restrictions. 

On the other hand, in the public view, it would seem strange and 
rather offensive to commonsense, if you were proposing improve- 
ments in a program to reduce outlays in the bud^t, that you 
should have to run eigainst a complicated system of justifying this 
to budget watchers, so to speak. That is part of the diificulty. 

Second, the deadline situations, which are healthy in many re- 
spects, require us by March 15 to come forward with recommenda- 
tions to the Committee on the Budget for programs that expire, 
authorizations, et cetersi, and to otherwise try to advise the com- 
mittee on what the universe of agricultural committee le^lation 
might be in the coming year. That is often difficult to do because 
we are not always sure, particularly in agriculture, what kinds of 
conditions wUl exist, what kinds of entitlement programs will be 
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called upon, what disasters will occur, what price fluctuations 
might occur. All we can do sometimes is give very rough judgments 
on these questions. 

Even beyond that, when the second date, May 15, arrives or is 
approaching, we have what I consider to be an unnecessary rush of 
different types of bUls. A bill may have an important impact on 
agricultural regulation or Eigricultural program operation and have 
a budget impact of $25,000 to $50,000 or $100,000. Yet that bill with 
a minuscule budget impact has to compete for the May 15 authoriz- 
ing deadline with bills that have hundreds of millions of dollars 
impact, even $1 billion or more impact. It seems to me difficult to 
explain why it is not possible to have a de minimis rule on the May 
15 requirement. 

We are told, for exEunple, that your distinguished committee 
rounds off to $100 million in most of your discussions, yet we are 
told if we had an exemption for bills of a quarter million dollars or 
a hEilf million dollars or less, that would be some terrible breach in 
the budget process. If 200 of those bills were passed in a year they 
would not even get to the rounding-off figure used in the commit- 
tee's activity. This puts pressure on the committees to meet the 
May 15 deadline, since every animal in the stable from chihuahua 
to elephant must run for the deadline at the same time and meet 
it; the kind of attention given is therefore often crippled. If you 
want the bill considered without going to the Rules Committee for 
a waiver, you better get it authorized and submitted by May 15. 
That has a beid impact on the legislative process. The Budget Act 
should not be detracting and d^rading the budget process, but 
improving the quality of consideration. In this case it has the 
opposite effect. 

If we were able to select those few bills with m^or impact and 
consider them first, then consider the bills with de minimis impact, 
it would vastly improve the process in our committee and otjier 
committees as well without having any serious problem in the 
legblative budget process. 

The other thing that I think is a matter of concern is the multi- 
year authorizations. We sometimes find ourselves, for example, in 
an authorization for the food stamp prc^am, now virtually on an 
annual basis. It is impossible to reduce the frequency of authorizs^ 
tion, which means the work of the committee is again incn»8ed. 

The other point I would like to maike has to do with multiyear 
authorizations. Occasionally we find ourselves in the position (tf 
having to deal with a violation of the Budget Act every time we 
authorize sm entitlement extending for more than 1 budget year. 
That seems to me to be again an undesirable consequence. We are 
experiencing this right now, with the food stamp bill, because of its 
cap or budget limit — this is not your responsibility, Mr. Chairman, 
or the Budget Committee's — a very unfortunate consequence if this 
bill comes up every year for authorization because the absolute cap 
is reached. Members are Emxious to change the program, either to 
increase authorizations or benefits or on the other hand to ti^ten 
up on administration or cut down on benefits or whatever. In the 
constant reworking of this program, it takes the States and other 
operating agencies about 6 months to get the new rules fully inte- 
grated. In the meantime Congress is changing the program eveiy 



year, leading to a frantic problem out there in tiie States which 
have to reprint trainii^ manuals, reprogram computers, et cetera. 
And yet under this technical problem we would seem to be in 
violation of the act. 

We are told that to avoid some of the budget strictures we should 
provide muttiyear programs. Yet I find that where there is a 
muitiyear bill involving entitlements, such as those affecting the 
price support and target price agriculture programs, we run into 
another budget problem because of a very narrow and technical 
interpretation of the Budget Act. For example, if a muitiyear pro- 
gram provides for entitlements in the forward years based on dif- 
ferent figures than the figures contained for the initial year, I am 
informed that the Budget Committee considers these to be new 
entitlements which cannot be considered until ailer May 15 of the 

fear to which they apply. In other words, under this interpretation, 
would need a budget waiver in order to have a muitiyear bill 
considered by the House, or to meet the needs of the Budget Act I 
would have to amend the bill in order to delete anythit^ beyond 
the Hrst year. Can you think of a more ridiculous "CSitch 22" 
situation? 

I was asked to comment on the desirability of muitiyear budget- 
ing establishing ceilings for future years. This is often meaningless, 
because the cost is affected by supply and demand, changes in 
weather, inflation, and other factors which make it extremely diffi- 
cult to deal with this program. Mr. Panetta is particularly ffimiliar 
with that and can inform the committee on the details. 

Another problem is targets for credit programs. I am in some- 
what of a quandary on this myself. I have a hard time if these 
prc^ams are all treated as outlays when the vast majority of these 
loems are paid and become income in future budgets. 

On the other heind, I think there is some need to track with 
greater accuracy the number and amounts of guarfmteed and in- 
sured loans which are in a variety of I^islative initiatives. Perhaps 
again there could be some method here of doing that without 
including guareinteed and insured loans at their full value as out- 
lays, but dealing instead with some prospective default figure 
which could be reasonably judged over a period of time. 

A proposal that I have been asked to comment on would require 
bills providing new budget or spending authority adopted after 
passage of the first concurrent budget resolution to be held and not 
enrolled until after the second concurrent budget resolution has 
been enacted. It is claimed that this would facilitate the reconcili- 
ation process. 

I am opposed to any such proposal. It is important that when 
l^islation is adopted it be enroll^ expeditiously, particularly inso- 
far eis it eiffects Eigriculture. Farmers must know as promptly as 
possible what to count on in terms of feirm l^islation so that they 
can make an informed judgment in planting their crops and in 
taking other eiction with respect to the marketing of their commod- 
ities. Any such proposal may result in legislation being delayed 3 
months or more until passage of the second concurrent budget 
resolution. Such a delay could well cause disruption for the puUic 
Eis well as for the Government agencies that are responaible for 
implementation of the legislation. 
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Another si^gestion is that we adopt estimates in conference 
reports. Without sounding terribly cynical, I think cost estimates 
are in many cases reasonably reliable and in other cases just plain 
fiction, particularly when you are trying to make judgments on 
cost estimates dealing with variables such as inflation, unemploy- 
ment, and world conditions far beyond anybody's prediction. Com- 
mittees work out formulas that minimize these. If you are an 
opponent of the legislation you try to work out figures that ex- 
trapolate this, and I am not sure the Congress is served by includ- 
ing automatic requirements for cost estimates in, for example, 
conference reports. If there is to be such a requirement it should be 
carefully considered along with other such requirements. The l^ps- 
lative process is becoming complex enough. The technical staff 
requirEKl to work its way through the thicket of new requirements 
placed on us every day by budget acts, by appropriations require- 
ments, by our own committee rules and so forth is getting fairly 
large. Just having somebody say we require cost estimates, would 
be another impediment to the business of the committee, where we 
have very frankly limited attention find time. If it is important in 
your judgment to do so, fine, but I think we ought to recognize 
some of these requirements have a rhetorical disadvEmtage. The 
real question is, do they add to the understanding of l^slative 
efficiency of the Members of the House. If they do not, but they 
seem attractive to press releasing, they should be minimized, be- 
cause they do on our end require real effort and in some cases are 
just the subject of useless wrangles. 

Another matter for committee study is that a report must be 
filed by all committees regarding the subdivision of allocations f£ 
budget outlays and new budget authority. It appears to me that 
this process could be simplified greatly. Instead of requiring each 
committee to tile an individual report, it may be better for each 
committee to indicate to the Budget Committee periodically on 
what basis it wishes future subdivision of allocations to be made 
and for the Budget Committee then to make the necessary subdivi- 
sions in accordance with these directions. At the present time, the 
committees rely anyway on the staff of the Budget Committee for a 
brefikdown of the figures allocated to the budget cat^ories under 
its jurisdiction. Such a system would avoid the multiplicity of allo- 
cation reports that are filed at lesist twice each yefir by the commit- 
tees of Congress. 

[The prepared statement of Mr. Foley follows:] 
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. . . >nes of Congress in the last few years, in my mind, la the 
Congressional Budget Act of 1974. That act has done mucn to improve the COngrM- 
sional control of budget outlays. It has also established a process for determining 
national policies and priorities and has provided strong control by the le^ialative 
branch over the spending policies of the United States. In so doing, it ha* unpOMd 
very strong disciplines upon the l^islative committees of Congreaa. The Congrw- 
sional Budget Act is like many regulatory statutes. It was greeted with great 
enthusiasm over its provisions, but as the shoe begins to pinch the foot hurts. And, 
in my discussion this morning. I would like to bring before you some of the a 
that nave afTected our committee. 

1 have been asked to testify on a wide array of issues. It is not poeai 
to cover most of these in the short time allotted to my testimony and I would uk 
the committee to allow me the opportunity to supplement my viem fbr howerer 
long the record may remain open. 
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The Agriculture Committee has jurisdiction over a broad spectrum of programs. 
Its programs cover not merely the budget cat^ory for agriculture per se, but a total 
of eight different budget categories. The types of l^islation which we deal with 
involve both authorizing legislation, entitlement legislation, and includes among 
other things contracting authority and even Crust fund entitlements. We also have 
under our area of jurisdiction, ofT-budget items such as guaranteed and insured 
loans. The legislation we deal with is often very complex, and in a particular bill 
there may be issues covering both authorizing and entitlement legislation. 

We fmd ouiselves always scurrying to meet the tight deadlines prescribed by the 
Budget Act and often in a "catch 22" situation where we have avoided one set of 
budget strictures only to be caught in another one and forced to request the Rules 
Committee to support a waiver of possible points of order under the Budget Act. 

The first deadline that we are confronted with is the fdarch 15 deadline for 
providing recommendations on budget ceilings to the Budget Committee. This dead- 
line is helpful to the committee in the sense of providing a discipline that forces the 
committee early in the session to review its l^islative priorities for the year and 
establish a worli schedule. However, it is often difficult to forecast wtiat will be 
important later in the year and thus to provide helpful estimates on spending 
regarding new legislative initiatives. This is particularly true with respect to the 
March 15 that follows the convening of a new Congress. It is a bare 6 weeks or so 
aft«r the committees have organized and are prepared to conduct business. At that 
time the committees are first ijeginning to get their le^lative gears in motion. 

Accordingly, we find that in the recommendationa made on March 15 we may 
miss issues which are of importance to the committee or may provide inaccurate 
estimates on targets for particular bills that are expected to come tiefore the 
committee. At that time it is often too early to forecast the success or failure of 
particular measures. We have tried to overcome this disability by supplementing 
our views to the Budget Committee so that they might be given consideration before 
the adoption of the first concurrent budget resolution around May 15. 

Another problem in making estimates, particularly on ongoing programs, arises 
from administratively uncontrollable factors such as changes in supply and demand 
and market prices (which affect the levels of price support loans as well as the 
amount of deficiency payments and interest rates charged the Commodity Credit 
Corporation by the U.S. Treasury), and weather conditions or other natural disas- 
ters (which determine the need for disaster payments). But it also flows from other 
factors such as the level of loan resales by the Agricultural Credit Insurance Fund, 
the reprogramming of commodities under Public Law 480, the use of export credit 
under the short-term Commodity Credit Corporation export credit prt^am and 
prc^am outlays which have been underestimated. 

The committee realizes that it is very difficult to project outlays with any decree 
of accuracy in light of the fluctuating circumstances tliat apply to these programs. 
What the committee fears is the political consequences to agricultural programs of 
substantial increases in department projected outlays after the first and second 
budget resolutions have been reported and passed. Those resolutions encompass an 
outlay figure for the agriculture function that could be surpassed by late winter or 
early spring, if not revised upward even earlier. In the past, there have been 
instances where use of such ouUay figure in the President's budget later served as a 
cap on the agricultural budget and was used to defeat proposals for program 
change. 

Accordingly, the committee would suggest tliat the Budget Committee consider 
establishing some alternative methods for handling the outlays in the agriculture 
function that would enable it to meet changed conditions without throttling needed 
program revisions at the same time. 

Some of the same problems I have described in respect to the March 15 deadline 
for budget recommendations apply as well to the May 15 deadline for legislative 
reports. This deadline has created real problems, particularly with respect to the 
May 15 that follows the inception of a new administration. I noticed that in the 
resource material provided our committee it is indicated that 41 percent of the bills 
having budget impact reported duriiig the 95th Congress were reported in the week 
around May 15. This is characteristic of many of the years that have passed since 
adoption of the Congressional Budget Act. It puts a very heavy burden on the 
committees to react that quickly to l^islative initiatives. In the future I foresee the 
legislative burden becoming h^vier rather than lighter. 1 do not believe tliat the 
problem can be alleviated as suggested by multiyear authorizations. 

Sunset legislation is seriously being discusaed. Many agriculture measures are the 
subject of sunset lE^isletion and I expect more mil be covered by such legislation in 
the future. This necessarily means more vrork. Some of the legislation can be the 
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subject of multiyear authorizations but I And that to the extent legislation deal* 
with controvereial isauea committee members insist on more frequent reauthoriia- 
tions or the l^islation becomes de facto an annual authorization bill because the 
controversy engenders annual requests for change. For example, the authorization 
for the food stamp program and FIFRA are now on an annual basis. It is impossible 
to reduce the frequency of reauthorizations or annual review of particular programs 
which are politically sensitive. All this necessarily means more work for the com- 
mittee and a particular burden in the days before the May 15 deadline. 

It would appear to me that there is a need for some exemptions to the May 15 
deadline— exemptions for those authorization bills that involve relatively insignifi- 
cant outlays and have little impact on a budget resolution. I understand, for exam- 
ple, that there is a rounding of figures that are less than $100 million in the 
formulation of a budget resolution. 

At present all authorizing l^islation competes equally for the committee's limited 
pre-May 15 time, regardless of the legislation's impact on the concurrent budget 
resolution. For example, regulatory statutes which are complex and have an impor- 
tant impact on the public and the affected industry must be reported by May 16 
even though outlays under the legislation may be insigniTicant Oftentimea, a 
bundle of Uiese statutes will barely tip the scale of $100 million. It would be in the 
interest of orderly business of the House if this type of legislation could be acted on 
after completion of committee action on those measures which impact rigniflcantly 
on the budget. If bills could be scheduled on this basis, the committees would M 
able to give all legislation the time and attention that they deserve. 

I have also noted that reporting a bill by May 15 often may not meet the 
objectives originally intended by the Congressional Budget Act. For example, a May 
16 report may well be too late to be a factor in an appropriation bill particulariy 
where the issue involves a new initiative or departs from an administration initia- 
tive as proposed in the President's budget. It also may not be a factor in the 
adoption of the concurrent budget resolution which was based upon assumptions 
provided in March which assumptions may be totaUy at variance with the final 
action by the committee. This further juslMes a flexible approach to the May 16 
deadline. 

1 would like to make mention of a technical issue that deserves le^slative atten- 
tion. The resource material provided me indicates that the May 15 deadline for 
authorizing legislation does not cover committee amendments, and we are aaked to 
comment on whether amendments should be covered to avoid circumvention of the 
May 15 deadline. I would like to turn the question around. If violation of the May 
15 deadline is cured by a committee amendment to a bill, in my view the bill should 
no longer be subject to a point of order on the floor, and the committee should not 
be required to obtain a waiver of a point of order under the Budget Act before the 
bill can be brought up for consideration on the floor. 

The Parliamentarian and others refer to these as technical budget waivers. I have 
noticed when issues are raised r^arding the number of budget waivers granted by 
the Rules Committee and recommended by the Budget Committee, techninl walven 
are listed in a separate category or discuKed as not being true budget waivers. If so, 
the law should be changed to recc^nize bills with any such committee amendments 
reported to the House as being properly before the House for its consideration. Why 
not call a "spade" a "spade", and avoid the need for "technical" waivers? 

Some persons have argued that our problems with respect to the May 15 deadline 
can be cured merely by taking action a year earlier. There is some merit to this 
proposal but there are also problems. For example, administration reconuoendationB 
are rarely obtained so far in advance of a reauthorization period. Also, when dealing 
with many issues it is impossible to forecast with accuracy spending ceilings too far 
in advance of the fiscal year to which they apply, particularly in the field of 
agriculture. 

Many of ol. 

tion. If a bill were to be reported early In order t ... 

because it contains entitlement provisions it could not be considered Ira the Houw 
until after the May 15 deadline. Therefore, the legislation would be staUed unless a 
budget waiver were to be obtained and the stalling would mean the desth of the 
l^islation if it were to be held over to a new Congress. 

Speaking about entitlement bills, there is an issue that is of much concern to me. 
We are told that to avoid some of the budget strictures we should provide multiyesir 
prcxrams. Yet I find that where there is a multiyear bill involving entitlements, 
sudi as those affecting the price support and target price agriculture ptogmoM, ws 
run into another bud^ problem because of a very narrow and techninl intsr[vet*- 
tion of the Budget Act. For example, if a multiyear program provides for entitle- 



ments in the forward years baaed on different figures than the figures contained in 
the initial year, I am informed that the Budget Committee considers these to be 
new entitlements which cannot be considered until after May 15 of the year to 
which it applies. In other words, under this interpretation, I would need a budget 
waiver in order to have a multiyear bill considered by the House, or to meet the 
needs of the Budget Act I would have te amend the bill in order to delete anything 
beyond the first year. Can you think of a more ridiculous "cateh 22" situation? 

I have also been asked to comment on the desirability of multiyear budgeting 
establishing ceilings for future years. This often is meaningless in agriculture. It is 
difficult enough to forecast on an annual basis what costs are associated with an 
ongoing program because of changes in the supply and demand situation, changes in 
weather, inflation, and other factors that create uncertainties. In my mind mul- 
tiyear budgeting would result in false expectations. 

Another issue raised of me relates to the proposal for the establishment of tat^ets 
for credit programs, particularly targets for guaranteed and insured loan programs. 
There are several conflicting considerations that should be noted. On the one hand, 
there is the need to assess the volume of these loans on a periodic basis, particularly 
as they have expanded upwards to hundreds of billions of dollars and potentially 
involve substantial contingent liabilities of the Federal Gk)vemment. This is an issue 
which concerns me greatly. On the other hand, I do not believe that they should be 
treated the same as out-of-pocket expenditures by the Federal Government in the 
budget process. They do not represent Giovemment outlays and if treated in the 
same manner as the balance of the items covered by the concurrent budget resolu- 
tion, the public would have the erroneous impression that they do truly represent 
outlays. Some compromise of these concerns snould be sought. One possible way of 
establishing targets for guaranteed and insured loan programs would be to base 
them upon the anticipated losses by the Government in the budget year for which 
the estimates are maae. 

A proposal that I have been asked to comment on would require bills providing 
new budget or spending authority adopted after passage of the first concurrent 
budget resolution to be held and not enrolled until after the second concurrent 
budget resolution has been enacted. It is claimed that this would facilitate the 
reconciliation process. 

I am opposed to any such proposal. It is important that when legislation is 
adopted it be enrolled expeditiously, particularly insofar as it affecte agriculture. 
Farmers must know as promptly as poaeible what to count on in terms of farm 
legislation so that they can make an informed judgment in planting their crops and 
in taking other action with respect to the marketing of their commodities. Any such 
proposal may result in legislation being delayed 3 months or more until passage of 
the second concurrent budget resolution. Such a delay could well cause disruption of 
the public as well as with the Government agencies that are responsible for imple- 
mentation of the le^lation. 

Questions have been raised regarding cost estimates that are prepared by the 
Congressional Budget Office. First, there is the issue of whether coet estimates 
should be required on conference reports. At the present time when there is need 
for a cost estimate on a proposal in conference, requests have been made of CBO 
and the conference committee has found the reports useful. However, it would be a 
mistake to require a cost estimate with every conference report and, particularly, to 
require that it be made a part of a r^Pprt in the same manner as it is made a part 
of the legislative committee reports. This will only delay conclusion of the confer- 
ence and in filing of the reports in situations where prompt action is necessary. It 
may also result in inaccuracies in the cost estimate because of the haste with which 
such reports need to be completed. 

I would also object to a proposal to expand the scope of the CBO cost estimate to 
include estimates of the impact of the bill on State and local gDvemments. This is 
not particularly useful for most legislation. It will delay the process in obtaining a 
cost estimate timely on the issues of greatest interest to committees. It intenects 
another hurdle in completion of a committee report and will dilute the resources 
available for preparation of the cost estimates. 

Finally, I would like to raise another matter for committee Study, namely, the 
report that must be filed by all committees regarding the subdivision of ^locations 
of budget outlays and new budget authority. It appears to me that this process could 
be simplified greatly. Instead of requiring eacn committee to file an individual 
report, it may be better for each committee to indicate to the Budget Committee 
periodically on what basis it wishes future subdivision of allocations to be made and 
for the Budget Committee then to make the necessary subdivisions in accordance 
with these directions. At the present time, the conunitteea rely anyway on the sUUff 
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of the Budget Committee for a breakdown of the futures allocated to the budget 
categories under its jurisdiction. Such a Byatem would avoid the multiplicity of 
allocation reports that are Rled at least twice each year by the committees of 



Mr. MiNETA. Thank you, Mr. Chairman, for a complete state- 
ment for submission to the committee and your summarization of 
it. 

Do you think that point is exacerbated also at the time a new 
administration comes in? 

Mr. Foley. No question about it. I think when you have a new 
administration coming into office, the organization of the Congress 
is being paralleled by the organization of the Executive; we do not 
know who will be in the Cabinet, and everybody is waiting around 
for the dust to settle, and yet we have to be giving estimates to the 
Budget Committee by March 15. There is no easy way around some 
of these problems. I am just trying to give you our perspective that 
sometimes we have to engage in some speculation. Even worse is 
the May 15 deadline when all the legislation must be considered. 
We do not often have until April the administration's views on the 
l^slation, and the various Members must form their judgment 
about it. This leads to helter-skelter activity in the period between 
May 1 and May 15. A lot of those bills are put tf^ether in a 
slapdash fashion in order to meet the budget deadline. Any relict 
you can afford for that competition in that race would be better. 

Mr. MiNETA. Time spent on the floor for the consideration of the 
budget resolution is lengthening because of the fact we have more 
and more amendments being offered. As I recall in the First 
Budget Resolution this year we had 52 amendments offered. Do you 
think there should be some kind of limitation on those? 

Mr. Foley. Yes. I was really trying to focus my remarks on the 
experience of the committee as to the Budget Act, but I am glad 
you have given me an opportunity to say something about this 
problem. The reality of it is that many Members of Congress ap- 
proach amendments to the Budget Act as a platform to announce 
their attitude about a particular problem or issue. Thus if you are 
for solar power you offer an amendment increasing the budget 
under that category by $250 million. It does not have any practical 
effect. Everybody knows that, but it puts you in the forefront of 
solar power advocates. Or on the other hand you offer an amend- 
ment to reduce expenditures in a certain category to show you are 
for tightening up in some way or another. The whole process is a 
public fraud because the public has the impression that actual 
controls are being exercised or actual expansion of resources is 
being directed, which in most cases is simply not true. 

In addition to taking the time of the Congress, it is an elaborate 
exercise of public disinformation. I think the Budget Committee is 
fully entitled to proceed with any parameters reasonable to prohib- 
it this kind of behavior by Members on the floor. We are political 
people and when we are given the opportunity to offer a relatively 
harmless amendment that just takes up a few hours or days df 
time it is wonderful in the press release, it does not really hurt the 
Republic too much, and we are all inclined to do it. But I think it is 
outside 
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Mr. MiNETA, Go through that loi^ debate and take it out of 
Congress. 

Mr. Foley. I told staff the worst argument to give to a Member 
of Congress was that it was unnecessary and superfluous. What 
that tells the Member is that it is politically attractive and harm- 
less, what could be better? 

Mr. MiNETA. There have been a number of suggestions as to the 
parameters to be considered. 

Mr. Foley. There are some amendments on the floor which 
would have some impact on the budget process. How you distin- 
guish in parameters — I am just talking about the talking points 
amendments, the kind of thing that says Congressman Foley of- 
fered an amendment to increase beneflts for elderly people suffer- 
ing terminal illness. It has nothing to do with regulations, but it 
sounds marvelous. I really do think it is becoming an increasii^ 
problem just as I think limitations in appropriations bills are be- 
coming a problem and represent very time consuming and some- 
what disturbing trends. 

Mr. MiNETA. Let me ask quickly, we have allocated spots on the 
Budget Committee for certain committees as well as the term 
limitation on committee members. Should either the designating 
provisions or the term limitations be eliminated? 

Mr. Foley. Well, I think one of the original j>erceptions was that 
the Budget Committee was going to become the dominant commit- 
tee of Congress and that we would be dominated by an originally 
selected committee membership which would never leave and 
would become the Rules Committee of the early 20th century ap- 
plied to the work of the Congress in the latter part of the 20wi 
century. I do not think that is true, and I would personally not 
object to the extension of terms as long as the process of selection, 
speaking of the Democratic side of this, were open to election as it 
is now, at the beginning of every Congress. In other words, I would 
allow them to, in effect, run for the office as long as there v/as a 
separate election required as is now the case for election of com- 
mittee chairmen, rather than presenting them as a package. 

Mr. MiNETA. Thank you very much, Mr. Chairman, we are glad 
to have you testify on the problems we are facing with tiie budget 
process. 

Let me ask your views on entitlements: 75 percent of the budget 
is termed uncontrollable, this is largely the entitlement programs. 
What is the best way to get a handle on that? Is it to require better 
oversight? What do you see as the best way to get a handle on 
entitlements? 

Mr. Foley. I have no really splendid recommendation to make. I 
recognize the problem. One possible answer is to see to it, that 
entitlement prc^rams are reviewed periodicftlly, as I think virtual- 
ly all of them are. In other words that we have a sunset on them. 
That is true of the food stamp legislation in our committee, as you 
know; it is true of most of the entitling farm programs. But occa- 
sionally we do have entitlement programs that can only be 
changed by the committee; there is no particular reauthorization 
required. I think that is very dsuigerous. I would think that the 
ideal thing would be, every 4 years or so, to have to reauthorize 
entitlement programs or they would simply lose their entitlement 



function except as authorized by Congress; to give the Congress a 
chance, in other words, to see where the programs are going. 

We had an example of that this week with the child healUi 
program where it was proposed in effect as an entitlement and the 
House refused to make it subject to the appropriations process, but 
it did put a sunset provision on it. Perhaps that is one of the ways 
we should be approaching this. 

I do not like the fixed-cap approach, particularly because very 
often the political incentive is to put that fixed cap on as low as 
possible, and instead of having a 2- or 4-year authorization for 
entitlements, we run into a 1-year authorization for entitlements, 
which is 90 destructive, because of the irresistible tenden<7 to 
chfinge the program. 

Mr. Panetta. On the time frame I agree with you. One of the 
problems is that everybody rushes to simply say we need this 
much, this much, and not very much is done thoughtfully about 
many of these areas. It is not the kind of approach that I think was 
envisioned in the original Budget Act. 

What is the answer? Does extending that time frame make 
sense? I have often thought it makes sense, Euid I in fact have a 
proposal in for a 2-year budget period. But do you see an extension 
of that as giving the committee a better target in terms of the 
appropriate legislation that should be acted on? It seems to me 
some extension is necessary. You talked about when tjillting about 
the smaller bills, perhaps some de minimis rule — my prwlem is 
how do you draw the line of what is de minimis. 

Mr. Foley. Suppose we have a proposal for a marketing order 
which authorizes very limited expenditures of $100,000 a year. The 
marketii^ order has real impacts on the way the farm commodity 
is produced, et cetera, and it could have m^or impact as a bud^ 
item. To me it is kind of ridiculous that we be slapdashing bills 
because one has a tremendous budget imp£ict and the other has 
none, but they are both in the budget process theoretically re- 
quired by May 15. 

I do not meftn this in emy criticism. This committee should be 
proud of its staff, it is an excellent and able staff, and they detect 
every violation that could possibly exist. 

Mr. MiNETA. Will the gentleman yield? 

Mr. Panetta. Yes. 

Mr. MiNETA. What about advance authorizations? Would this 
alleviate the May 15 reporting deadline problem? 

Mr. Foley. That might be a better approach. I was trying to mull 
it in my mind at the time you were asking the question about the 
2^ear budget process which is an interesting question as well. One 
of the problems I think is, you cross administrations sometimeB t^ 
getting authorizations out there from one administration to 
another. 

Mr. MiNETA. Mr. Pfuietta. 

Mr. Panbtta. There are now proposals that are being oo^xm- 
sored by members of this committee to establish a limitation on 
overall spending tied to the GNP or something thereabouts. Hiere 
are all kinds of proposals, but there is more and more support for 
some kind of overall support. Then if you have a del»te over 
reduction or expenditures that forces the issue. If you have an 
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increase here you have to have a reduction here, so we avoid the 
process of slowly giving everybody a little bit more. What is your 
opinion? 

Mr, Foley. I am attracted to this concept to some degree. A 
constitutional, even very strict budget requirement for a balanced 
budget does not look at the flexibility, and as some conservatives 
have pointed out, as well as others, it makes some difference as to 
the total take of the Government from the economy. You can 
balance the Federal Government at different figures, and it makes 
an extraordinary difference which. So I think tying it to the GNP 
is a more meaningful indicator of what people are trying to get at 
both in the role of Government and the society. I think if we can 
craft some proposal that is not totally inflexible it would have my 
support, because then we would be getting a realistic judgment. 
The quick figure some of us heard yesterday and we know the 
Federal budget has varied from 18 to 23 percent of GNP at various 
times, but State and local budgets used to be 7 percent. They have 
grown to about 15 percent of GNP. One can argue the Federal 
Government had a role in advancing those budgets, but leaving 
that aside, very often people imagine that it is Federal spending 
that has rapidly and rampantly increased, while of ^e total take 
of Government in our society, it is the State and local that has 
been the remarkable area of growth. This is a fact most people do 
not realize. If we were to try to stay at something like 21 percent 
or whatever the figure was for the Federal Government, that 
would be a much better figure than balanced budget targets. 

Mr. Panetta. Thank you. 

Mr. MiNETA. I want to thank you very, very much for your 
presentation, for the careful thought and time you have put into 
the presentation. It is appreciated very, very much. 

Yesterday, at the b^^ning of the hearings, I announced that 
the task force would review all issues pertaining to the Congres- 
sional Budget Act and the but^et process. It has become apparent 
to me, given the testimony offered these last 2 days, tmd recogniz- 
ing earlier studies and recommendations by the Budget Committee, 
that one such issue, in my opinion, is now ripe for House considera- 
tion, namely, off-budget agencies. 

Accordingly, I will be introducing legislation at the start of the 
next session that will address the issue of off-budget Federal enti- 
ties, including treatment of the Federal Financing Bank. At this 
time, I would rather not go into the details of that legislation, as 
they are still being worked out. I will say, however, that I am 
aware of other bills, such as H.R. 55, which have been introduced 
on this subject. I would hope that when the details of my proposal 
are finalized, we ctm all work tt^ether with a common purpose and 
goal. 

I also want to note that I will be introducing additional legisla- 
tion in the months to come as we continue our hearii^ on the 
budget process, and as discuBeiona of certain issues warrant l^isla- 
tive action. 

I want to thank all the participants and staff in the preparation 
for these hearings. 

The task force now stands adjourned. 

[Whereupon, at 1:25 p.m., the task force adjourned.] 
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